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AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


TUESDAY, MAY 8, 1956 


Unrrep Srares SENATE, 
Comm™itrere ON Lapor AND PusLic WELFARE, 
SUBCOMMITTEE ON Lapor, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:05 a. m., in room 
P-63, United States Capitol, Senator Paul H. Douglas (chairman) 
presiding. 

Present: Senators Douglas and Kennedy, members of the subcom- 
mittee; Senators Lehman and Allott, members of the committee. 

Also present: Stewart McClure, staff director; John S. Forsythe, 
general counsel; Michael Bernstein, minority staff director; Mary 
DiDio, professional staff member. 

Senator Doveras. The hearing will be in order. 

The Subcommittee on Labor this morning begins a series of hear- 
ings on bills pending before it which would amend the provisions 
relating to coverage and exemptions under the Fair Labor Standards 
Act of 1938. 

It will be recalled that in the first session of this Congress, the sub- 
committee held lengthy hearings on minimum-wage legislation. The 
Congress approved amendments to the Fair Labor Standards Act 
which increased the minimum wage from 75 cents to $1 per hour, 
effective March 1, 1956; which tightened the requirements of the Sec- 
retary of Labor’s report to Congress; and which made a number of 
changes to accelerate the procedures for minimum-wage determina- 
tions in Puerto Rico. 

In its report on this legislation to the Senate last year, the com- 
mittee gave assurance that further hearings would be held on the 
question of extending the coverage of the act to additional groups of 
employees. The hearings we are beginning today are fulfillment of 
that assurance. 

I may point out that the 1955 hearings on amendments to the Fair 
Labor Btatulatds Act lasted from April 14 to May 18. Twenty-one 
days of hearings were held, frequently both in the morning and after- 
noon. A rough calculation indicates that testimony was received from 
more than 225 representatives of Government, labor, industry, con- 
sumers and public-welfare organizations. Some of them testified at 
great length and several of them twice. In addition, we received 
numerous valuable statements for the record. 

The testimony received at that time was printed in 3 volumes which 
are before us today, and, in considering the legislation this year, the 
subcommittee will give close attention to the very detailed and com- 
plete testimony in these 3 volumes. It is my hope that this year’s 
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hearings will serve mainly to supplement the voluminous evidence 

secured last year, and that we shall have no need for hearings of the 
same duration and scope. We are asking that the witnesses at the cur- 
rent hearings avoid, to the maximum extent possible, duplication of 
testimony already presented i in the 1955 hearings and that they give 
us facts and figures which will bring up to date the situation in their 
respective industries. 

We assure them that these hearings will be studied and will con- 
as to be studied with a view to the question of coverage. And I 
hope therefore that all witnesses will give us facts and figures which 
Ww iN bring up to date the situation in their respective industries. 

I may also say that we have had prepared a staff report on retail 
establishments -under the Fair Labor Standards Act which is now in 
age proof and available to members of the committee. There will 
S an appendix following this material. 

We think this brings up to date all the available information on 
wages in the retail industry which can be gathered. 

We think it is a very helpful and significant contribution to the 
facts on this question. The report was made by Dr. Fred H. Blum, 
who was the consultant to the kdemoeiiben: last year. 

Dr. Blum will testify later in the week. 

There are before the subcommittee 10 bills, on all but 4 of which the 
subcommittee received lengthy testimony last year. Since those hear- 
ings, the following four bills were introduced: S. 2404 by Senator 
Smith of New Jersey, S. 2748 by Sen: utor Murray, S. 2963 by Senator 
Payne, and S. 3310 by Senator McNamara. 

In planning the hearings, it has been our intention to afford apesesy 
mately equal time to the proponents and opponents of extended cover- 
age or elimination of exemptions. Today and tomorrow, the majority 
of witnesses will be representatives from labor organizations, begin- 
ning with testimony from the president of the American Federation 
of Labor—Congress of Industrial Organizations, Mr. George Meany. 
On Thursday, ‘the Chamber of Commerce of the U nited States and a 
number of business or ganizations appear. We have invited the Sec- 
retary of Labor to present the views of his Department at the hearing 
on Tuesd: ay, May 15. At that time we hope we may have the benefit 
of specific legislative proposals embodying the legislative recommen- 
dations of the administration with respect to extended coverage and 
exemptions under the act. As of the present time, unfortunately, 
there is not pending any bill which contains the administration’s 
recommendations in this respect. 

I have several times ae to obtain, in advance of these hearings, 
the recommendations of the Secretary, so that the interested parties 
could testify thereon, but as of the present moment, I have been un- 
successful in these attempts. 

This is true in spite of the fact that in his state of the Union message 
of January 5 of this year, the President reiterated his request that Con- 
gress broade ‘n coverage and pledged active support in reaching this ob- 
jective. In his message he stated : 


We must also carry forward the job of improving the wave-hour law. Last year 
I requested the Congress to broaden the coverage of minimum wage. I repeat 
that recommendation and I pledge the full resources of the executive branch to 
assist the Congress in finding ways to attain this goal. 
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Senator Doveias. We hope we may have the cooperation of the De- 
partment of Labor and the Administration in reaching this goal. 


(S. 662, S. 770, S. 1127, S. 1288, S. 1437, S. 1447, S. 2404, S. 2745, 
S. 2963, S. 3310 and agency reports are as follows :) 
{S. 662, 84th Cong., Ist sess.) 


A BILL To amend the Fair Labor Standards Act of 1938 to establish a $1.25 minimum 
hourly wage, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled. That this Act may be cited as the 
“Fair Labor Standards Amendments of 1955”. 


FINDING AND DECLARATION OF POLICY 


Src. 2. Section 2 (a) of the Fair Labor Standards Act of 1938, as amended 
(hereinafter referred to as the “Act’), is amended to read as follows: 

“(a) The Congress hereby finds that the existence, in industries engazed in 
commerce or in the production of goods for commerce or in activities affecting 
commerce, of labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well-being of 
workers (1) causes commerce and the channels and instrumentalities of com- 
merce to be used to spread and perpetuate such labor conditions among the 
workers of the several States; (2) burdens and affects commerce and the free 
flow of goods in commerce; (3) constitutes an unfair method of competition in 
commerce; (4) leads to labor disputes burdening and obstructing conunerce and 
the free flow of goods in commerce; and (5) interferes with the orderly and fair 
marketing of goods in commerce.” 


DEFINITIONS 


Sec. 3. (a) Section 8 (j) of the Act is amended by striking out “or in any 
closely related process or occupation directly essential to the production thereof’ 
and inserting in lieu thereof ‘or in any process or occupation necessary to the 
production thereof.” 

(b) Section 3 (m) of the Act is amended to read as follows: 

“(m) ‘Wage’ paid to any employee includes the reasonable cost, as deter- 
mined by the Secretary of Labor (hereinafter referred to as the ‘Secretary’ ) 
to the employer of furnishing such employee with board, lodging, or other 
facilities, if such board, lodging, or other facilities are customarily furnished by 
such employer to his employees: Provided, That the cost of board, lodging, or 
other facilities shall not be included in the wage paid to any employee if the 
furnishing of such facilities is an incident of and necessary to his employment 
and such facilities are practicably available only from the employer.” 

(c) Section 8 of the Act is further amended by striking out subsection (n) 
and inserting in lien thereof the following : 

“(n) ‘American vessel’ includes any vessel which is defined as a ‘vessel of 
the United States’ in title 18, United States Code, section 9, or which is docu- 
mented or numbered under the laws of the United States.” 

(d) Section 3 of the Act is further amended by adding at the end thereof 
the following: 

“(p) ‘Activity affecting commerce’ includes any activity in commerce neces- 
sary to commerce or competing with any activity in commerce or where the 
payment of wages at rates below those prescribed by this Act would burden or 
obstruct or tend to burden or obstruct commerce or the free flow of commerce,” 

Sro. 4. (a) Section 5 (a) of the Act is amended to read as follows: 

“Sec. 5. (a) The Secretary shall as soon as practicable appoint an industry 
committee for each industry engaged in commerce or in the production of goods 
for commerce or in other activities affecting commerce.” 

(b) Section 5 is further amended by redesignating subsections 5 (b), 5 (¢), 
and 5 (d) as subsections 5 (c), 5 (d), and 5 (e), and by inserting a new sub- 
section (b) to read as follows: 

“(b) No industry committee appointed under subsection (a) of this section 
shall have any power to recommend the minimum rate of wages to be paid under 
section 6 to any employees in Puerto Rico or in the Virgin Islands. Notwith- 
standing any other provision of this Act, the Secretary may appoint a special 
industry committee to recommend the minimum rate or rates of wages to be 
paid under section 6 to employees in Puerto Rico or the Virgin Islands, or in 
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Puerto Rico and the Virgin Islands, or the Secretary may appoint separate 
industry committees to recommend the minimum rate of wages to be paid under 
sectin 6 to emyployees therein in particular industries. An industry committee 
appointed under this subsection shall be composed of residents of such island 
or islands where the employeees with respect to whom such committee was 
appointed are employed and residents of the United States outside of Puerto 
Rico and the Virgin Islands. In determining the minimum rate or rates of 
wages to be paid, and in determining classifications, such industry committees 
and the Secretary shall be subject to the provisions of section 8.” 


MINIMUM WAGES 


Sec. 5. (a) Section 6 of such Act is amended to read as follows: 

“Sec. 6. (a) Every employer shall pay to each of his employees who is engaged 
in commerce or in the production of goods for commerce, and every eurployer 
who is engaged in any activity affecting commerce shall pay to each of his 
employees employed in or about or in connection with any enterprise where he 
is so engaged, wages at the following rates— 


“(1) not less than $1.25 an hour or such higher rate as may be prescribed 
in the applicable order of the Secretary under section 8, or 

“(2) if such employee is employed in Puerto Rico or the Virgin Islands 
not less than: 

80 cents an hour during the first year from the effective date of this 
section ; 
85 cents an hour during the second year from the effective date of 
this section ; 
90 cents an hour during the third year from the effective date of this 
section ; 
95 cents an hour during the fourth year from the effective date of 
this section ; 
$1 an hour during the fifth year from the effective date of this section ;: 
$1.05 an hour during the sixth year from the effective date of this 
section, and thereafter ; 
or the rate or rates prescribed for employees in Puerto Rico or the Virgin 
Islands in the applicable order of the Secretary under sections 5 and §&, 
which shall not be less than the applicable rate provided by this paragraph 
or in excess of $1.25 an hour: 

“(3) if such employee is a homeworker in Puerto Rico or the Virgin 
Islands, not less than the minimum piece rate prescribed by regulation or 
order ; or, if no such minimum piece rate is in effect, any piece rate adopted 
by such employer which shall yield, to the proportion or class of employees 
prescribed by regulation or order, not less than the applicable minimum 
hourly wage rate. Such minimum piece rates or employer piece rates shall 
be commensurate with, and shall be paid in lieu of, the minimum hourl) 
wage rate applicable under the provisions of this section. The Secretary, 
or his authorized representative, shall have power to wake such regulations 
or orders as are necessary or appropriate to carry out any of the provisions 
of this paragraph, including the power without limiting the generality of 
the foregoing, to define any operation or occupation which is performed by 
such homework employees in Puerto Rico or the Virgin Islands; to estab- 
lish minimum piece rates for any operation or occupation so defined; to 
prescribe the method and procedure for ascertaining and promulgating 
minimum piece rates; to prescribe standards for employer piece rates; 
including the proportion or class of employees who shall receive not less 
than the minimum hourly wage rate; to define the term ‘homeworker’; and 
to prescribe the conditions under which employers, agents, contractors, and 
subcontractors shall cause goods to be produced by homeworkers; or 

“(4) if such employee is employed as a seaman on an American vessel, 
not less than the rate which will provide to the employee, for the period 
covered by the wage payment, wages equal to compensation at the minimum 
hourly rate prescribed by paragraph (1) of this subsection for all hours 
during such period when he was actually on duty (not including off-duty 
periods aboard ship when the employee rendered no service).”’ 
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MAXIMUM HOURS 


Sec. 6. (a) Section 7 (a) of such Act is amended to read as follows: 

“(a) Except as otherwise provided in this section, no employer shall employ 
any of his employees who is engaged in commerce or in the production of goods 
for commerce, and no employer who is engaged in any activity affecting com- 
merce shall employ any of his employees employed in or about or in connection 
with any enterprise where he is so engaged, for a workweek longer than forty 
hours, or a workday longer than eight hours, unless such employee receives com- 
pensation for his employment in excess of the hours above specified at a rate 
not less than one and one-half times the regular rate at which he is employed.” 

(b) Section 7 (b) of such Act is amended to read as follows: 

“(b) No employer shall be deemed to have violated subsection (a) by employ- 
ing any employee for a workweek or workday in excess of that specified in such 
subsection without paying the compensation for overtime employment prescribed 
therein if such employees receives compensation for employment in excess of ten 
hours in any workday, or for employment in excess of forty-eight hours in any 
workweek, as the case may be, at a rate not less than one and one-half times the 
regular rate at which he is employed, and if such employee is so employed in 
pursuance of an agreement, made as a result of collective bargaining by repre 
sentatives of employees certified as bona fide by the National Labor Relations 
Board, which provides that during a specified period of fifty-two consecutive 
weeks, the employee shall be employed not more than two thousand two hundred 
and forty hours and shall be guaranteed not less than one thousand eight hun- 
dred and forty hours (or not less than forty-six weeks at the normal number of 
hours worked per week, but not less than thirty hours per week) and not more 
than two thousand and eighty hours of employment for which he shall receive 
compensation for all hours guaranteed or worked at rates not less than those 
applicable under the agreement to the work performed: Provided, That if such 
employee is employed in excess of the guaranty, the employee shall receive com- 
pensation for all hours which are also in excess of forty hours in a workweek, or 
in excess of eight hours in a workday in such period at rates not less than one 
and one-half times the regular rate at which he is employed.” 

(c) Subsection (c) of section 7 of such Act is hereby repealed. 

(ad) Subsection (d) of section 7 of such Act is hereby redesignated subsection 
(c) and paragraph (3) thereof is amended to read as follows: 

“(3) The payments of talent fees (as such talent fees are defined and delimited 
by regulations of the Secretary) paid to performers, including announcers, on 
radio and television programs ;”’. 

(e) Subsection (e) of section 7 of such Act is hereby repealed. 

(f) Subsection (f) of section 7 of such Act is hereby redesignated subsection 
7 (d); paragraph (3) thereof is hereby repealed: and the reference to subsection 
(d) therein is redesignated subsection (c). 

(g) Subsection (zg) of section 7 of such Act is redesignated subsection 7 (e) 
and the reference to subsection (d) contained therein is hereby redesignated 
subsection (c). 


WAGE ORDERS 


Sec. 7. (a) Subsection (a) of section 8 of such Act is amended to read as 
follows: 

“(a) With a view to carrying out the policy of this Act by reaching as rapidly 
as economicallly feasible without substantially curtailing employment, the objec- 
tive of a universal minimum wage of $1.50 an hour in each industry engaged in 
commerce or in the production of goods for commerce or in activities affecting 
commerce, the Secretary shall from time to time convene an industry committee 
or committees appointed pursuant to section 5, and the industry committee shall 
from time to time recommend the minimum rate or rates to be paid under sec- 
tion 6 which rate may not be less than $1.25 nor more than $1.50 by employers 
engaged in commerce or in the production of goods for commerce or in activities 
affecting commerce in such industry or classification thereof: Provided, That the 
rates applicable to Puerto Rico and the Virgin Islands shall conform to the rates 
as set forth in section 6 (a) (2).” 

(b) Subsection (c) of section 8 is amended to read as follows: 

“(c) The industry committee shall recommend such reasonable classifications 
within any industry as it determines to be necessary for the purpose of fixing for 
each classification within such industry the highest minimum wage rate (not in 
excess of $1.50 or for Puerto Rico and the Virgin Islands not in excess of $1.25), 
which (1) will not substantially curtail employment in such classification, and 
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(2) will not give a competitive advantage to any group in the industry, and shall 
recommend for each classification in the industry the highest minimum wage rate 
which the committee determines will not substantially curtail employment in 
such classification. In determining whether such classifications should be made 
in any industry, in making such classifications, and in determining the minimum 
wage rates for such classifications, no classifications shall be made, and no mini- 
mum wage rate shall be fixed, solely on a regional basis, but the industry coim- 
mittee and the Secretary shall consider among other relevant factors the 
following: 

“(1) competitive conditions as affected by transportation, living, and pro- 
ductions costs ; 

(2) the wages established for work of like or comparable character by 
collective labor agreements negotiated between employers and eimployees by 
representatives of their own choosing; and 

“(3) the wages paid for work of like or comparable character by employers 
who voluntarily maintain minimum wage standards in the industry. 

No classification shall be made under this section on the basis of age or sex.” 


CHILD LABOR 


Sec. 8. Section (12) (c) of such Act is amended to read as follows: 

“(c) No employer shall employ any oppressive child labor in commerce or in 
the production of goods for commerce and no employer who is engaged in any 
activity affecting commerce shall employ any oppressive child labor in or about 
any establishment where he is so engaged.” 


EXEMPTIONS 


Sec. 9. Section 138 of such Act is amended to read as follows: 

“Sec. 13. (a) The provisions of sections 6 and 7 shall not apply with respect 
to (1) any employee employed in a bona fide executive, administrative, or pro- 
fessional capacity earning, on a salary basis, at the rate of $6,000 or more per 
annum, or in the capacity of outside salesman (as such terms are defined and 
delimited by regulations of the Secretary) ; or (2) any employee employed in any 
retail or Service establishment by an employer having not more than four such 
establishments and having a total annual volume of sales or servicing of not 
more than $500,000; (3) any employee employed in any establishment engaged 
in laundering, cleaning, or repairing clothing or fabrics, by an employer having 
not more than four such establishments and having a total annual volume of sales 
or servicing of not more than $500,000; (4) any employee employed in catching, 
taking, harvesting, cultivating, or farming of any kind of fish, shellfish, crustacea, 
sponges, seaweeds, or other aquatic forms of animal and vegetable life, including 
the going to and returning from work and loading and unloading when performed 
by any such employee; (5) any employee employed as a seaman on a vessel other 
than an American vessel; (6) any employee in agriculture during any calendar 
year quarter, by a farm enterprise which used less than three hundred man-days 
of hired farm labor during each of the preceding four quarters other than labor 
performed by members of the family of a farmer-operated enterprise; and (7) 
any employee to the extent that such employee is exempted by regulations or 
orders of the Secretary issued under section 14. 

“(b) The provisions of section 7 shall not apply with respect to (1) any em- 
ployee of an employer which is an express company, sleeping-car company, re- 
frigerator-car company or carrier by railroad subject to the provisions of part I 
of the Interstate Commerce Act; or (2) any employee of a carrier by air subject 
to the provisions of title II of the Railway Labor Act; or (3) any employee 
employed as a seaman on an American vessel. 

“(e) The provisions of section 12 relating to child labor shall not apply with 
respect to (1) any child employed as an actor or performer in motion pictures, 
or theatrical productions, or in radio or television productions; or (2) uny 
employee employed in agriculture who is exempt under subsection 13 (a) (6) 
from the provisions of sections 6 and 7, if such employee is employed outside 
of school hours for the school district where such employee is living while so 
employed.” 

LEARNERS, APPRENTICES, AND HANDICAPPED WORKERS 


Sec. 10. Clause (1) of section 14 of such Act is amended to read as follows: 
“(1) the employment of learners and of apprentices, under special cer- 
tificates issued pursuant to regulations of the Secretary, at such wages lower 
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than the minimum wage applicable under section 6 and subject to such limita- 
tions as to time, number, proportion, and length of service as the Secretary 
shall prescribe, and”. 

PENALTIES 


Sec. 11. (a) ‘Section 16 (a) of such Act is amended to read as follows: 

“Sec. 16. (a) Any person who willfully violates any of the provisions of sec- 
tion 15 shall upon conviction thereof be subject to a fine of not more than $10,000 
or to imprisonment for not more than six months or both.” 

(b) Section 16 (c) of such Act is amended to read as follows: 

“(c) The Secretary is authorized to supervise the payment of the unpaid mini- 
mum wages or the unpaid overtime compensation owing to any employee or 
employees under section 6 or section 7 of this Act, and the agreement of any 
employee to accept such payment shall upon payment in full constitute a waiver 
by such employee of any right he may have under subsection (b) of this section 
to such unpaid minimum wages or unpaid overtime compensation and an addi- 
tional equal amount as liquidated damages. When a written request is filed by 
any employee with the Secretary claiming unpaid minimum wages or unpaid 
overtime compensation under section 6 or 7 of this Act, the Secretary may bring 
an action in any court of competent jurisdiction to recover the amount of such 
claim and an additional equal amount as liquidated damages. The consent 
of any employee to the bringing of any such action by the Secretary, unless such 
action is dismissed without prejudice on motion of the Secretary, shall constitute 
a waiver by such employee of any right of action he may have under subsection 
(b) of this section. Any sums thus recovered by the Secretary on behalf of an 
employee pursuant to this subsection shall be held in a special deposit account 
and shill be paid, on order of the Secretary, directly to the employee or em- 
ployees affected. Any such sums not paid to an employee because of inability 
to do so within a period of three years shall be covered into the Treasury of the 
United States as miscellaneous receipts.” 


INJUNCTION PROCEEDINGS 


Sec. 12. Section 17 of such Act is amended by placing a period immediately 
before the word “Provided” and deleting that part of the section which follows. 


STATUTE OF LIMITATIONS 


Sec. 13. Section 19 of such Act is hereby renumbered section 20 and a new sec- 
tion 19 is added as follows: 

“Sec. 19. Statute or Limitations. Any action arising under the provisions 
of the Fair Labor Standards Act of 1938, as amended, may be commenced within 
six years after the cause of action accrued, and every such action shall be forever 
barred unless commenced within 6 years after the cause of action accrued. Sec- 
tion 6 of the Portal-to-Portal Act of 1947 is hereby repealed.” 


EFFECTIVE DATE 


Sec. 14. The amendments made by this Act shall take effect upon the expiration 
of thirty days from the date of its enactment. 





{S. 770, 84th Cong., Ist sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Fair Labor 
Standards Amendments of 1954.” 


DEFINITIONS 


Sec. 2. (a) Section 3 (j) of the Fair Labor Standards Act of 1938, as amended 
(herein after referred to as the “Act”), is amended to read as follows: 

“(j) ‘Produced’ means produced, manufactured, mined, handled, or in any 
other manner worked on in any State; and for the purposes of this Act an 


78155—56——-2 








Ss AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


employee shall be deemed to have been engaged in the production of goods if such 
employee was employed in producing, manufacturing, mining, handling, trans- 
porting, or in any other manner working on such goods, or in any process or 
occupation necessary to the production thereof, in any State.” 

(b) Section 3 of such Act is further amended by adding at the end thereof 
the following: 

“(p) ‘Activity affecting commerce’ includes any activity necessary to commerce 
or competing with any activity in commerce, or where the payment of wages 
at rates below those prescribed by this Act would burden or obstruct or tend to 
burden or obstruct commerce or the free flow of commerce. 

“(q) ‘Hired farm labor’ includes the labor of any person employed on a farm, 
except the labor of the farmer and his immediate family. 

“(r) ‘Farm enterprise’ comprises all tracts of land, whether contiguous or not, 
under one management, located in a county and immediately adjacent counties 
on which any of the operations enumerated in section 3 (f) is carried on. 

“(s) ‘Man-day’ means any day on which hired farm labor is performed.” 


MINIMUM WAGES 


Sec. 3. (a) Section 6 (a) (1) of such Act is amended to read as follows: 
“Sec. 6. (a) Every employer shall pay to each of his employees who is engaged 
in commerce or in the production of goods for commerce, and every employer 
who is engaged in any activity affecting commerce shall pay to each of his em- 
ployees employed in or about or in connection with any enterprise where he is 
so engaged, wages at the following rates: 
“(1) Not less than $1.25 an hour; or 
“(2) In the case of any employee in Puerto Rico or the Virgin Islands, not 
less than the rate in effect for such employee prior to the enactment of this Act 
plus an amount equal to the sum by which the rate prescribed in paragraph 
(1) of this subsection exceeds 75 cents an hour: Provided, That upon the 
expiration of one year from the date of enactment of this Act such rate 
shall be not less than such rate plus one-third of the difference between such 
rate plus two-thirds of the difference between such rate and the rate 
prescribed in paragraph (1), and upon the expiration of three years not 
less than the rate prescribed in paragraph (1) of this subsection.” 
(b) Such section 6 (a) is further amended by striking out “(2)” and inserting 
in lieu thereof “(3)”. 
(c) Section 6 (c) of such Act is hereby repealed. 


MAXIMUM HOUBS 


Sec. 4. (a) Section 7 (a) of such Act is amended to read as follows: 

“(a) Except as otherwise provided in this section, no employer shall employ 
any of his employees who is engaged in commerce or in the production of goods 
for commerce, and no employer who is engaged in any activity affecting com- 
merce shall employ any of his employees in or about or in connection with any 
enterprise where he is so engaged— 

“(1) for a workweek longer than thirty-seven and one-half hours after 
the expiration of the second year from the effective date of this Act; or 
“(2) for a workweek longer than thirty-five hours after the expiration 
of the fourth year from such date, 
unless such employee receives compensation for his employment in excess of 
the hours above specified at a rate not less than one and one-half times the 
regular rate at which he is employed.” 

(b) Section 7 (b) of such Act is amended by striking out paragraph (3) 
thereof. 

(c) Section 7 of such Act is further amended by striking out subsection (c) 
and renumbering the succeeding subsections accordingly. 


WAGE ORDERS IN PUERTO RICO AND THE VIRGIN ISLANDS 


Sec. 5. Section 8 of such Act is hereby repealed. 


CHILD LABOR PROVISIONS 


Sec. 6. Subsection (c) of section 12 of such Act is amended by inserting at 
the end thereof the following: “and no employer who is engaged in any activity 
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affecting commerce shall employ any oppressive child labor in or about or in 
connection with any enterprise where he is so engaged 


EXEMPTIONS 


Sec. 7. Section 13 of such Act is amended to read as follows 

“Sec. 13. (a) The provisions of sections 6 and 7 shall apply with respect 
to (1) any employee employed in a bona fide executive, administrative, or pro- 
fessional capacity (as such terms are defined and delimited by regulations of 
the Administrator) ; (2) any employee employed in any retail or service estab 
lishment by an employer having not more than five such establishments and 
having a total annual volume of sales or services of not more than $500,000; (3) 
any employee employed in a hotel or inn having an annual volume of hotel 
business of not more than $500,000; (4) any employee employed in agriculture 
during any calendar quarter, by a farm enterprise which used less than six 
hundred man-days of hired farm labor during each of the preceding four 
quarters; or (5) any employee to the extent that such employee is exempted by 
regulations or orders of the Administrator issued under section 14. 

“(b) The provisions of section 7 shall not apply with respect to any employees 
of an employer subject to the provisions of part I of the Interstate Commerce Act 

“(c) The provisions of section 12 relating to child labor shall not apply witt 
respect to any employee fourteen years of age or over employed in agricultur 
outside of school hours for the school district where such employee is living while 
he is so employed, or to any child employed as an actor or performer in motion 
pictures or theatrical productions, or in radio or television productions. 

“(d) The provisions of sections 6, 7, and 12 shall not apply to any employee 
engaged in the delivery of newspapers to consumers at their residences. The 
provisions of section 12 shall not apply to any employee otherwise engaged in 
the delivery of newspapers to consumers when such employee is employed out 
side of school hours for the school district where such employee is living and 
is sixteen years of age or over.” 


LEARNERS, APPRENTICES, AND HANDICAPPED WORKERS 


Sec. S. Section 14 of such Act is amended to read as follows: 

“Sec. 14. The Administrator, to the extent necessary in order to preven 
curtailment of opportunities for employment, shall be regulations or by orders 
provide for (1) the employment of learners, of apprentices, except indentured 
apprentices, and of messengers employed primarily in delivering letters and 
messages, under special certificates issued pursuant to regulations of the Admin 
istrator, at such wages lower than the minimum wage applicable under section 
6, but not less than $1 an hour, and subject to such limitations as to time, 
number, proportion, and length of service as the Administrator shall prescribe, 
and (2) the employment of individuals whose earning capacity is impaired by 
age or physical or mental deficiency or injury, under special certificates issued 
by the Administrator, at such wages lower than the minimum wage applicable 
under section 6, but not less than $1 an hour, and for such period as shall be 
fixed in such certificates.” 

PENALTIES 


Sec. 9. (a). The last sentence of section 16 (c) of such Act 
Striking out the word “two-year” and inserting in 
“four-year.” 

(b) Seetion 6 (a) of the Portal-to-Portal Act of 1947 is amended by striking 
out the word “two” and inserting in lieu thereof the word “four.” 


is amended by 
lieu thereof the word 


EFFECTIVE DATE 


Sec. 10. This Act shall take effect upon the expiration of one hundred and 
twenty days from the date of its enactment. 





[S. 1127, 84th Cong., 1st sess.] 
A BILL To amend the Fair Labor Standards Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United states 
of America, in Congress assembled, That the following section of the Fair Labor 
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Standards Act of 1938 (52 Stat. 1060), as amended, is hereby amended to read 
as follows: 

“Sec. 3. (c) ‘State’ means any State of the United States, or the District of 
Columbia, Alaska, Hawaii, Virgin Islands, and the Commonwealth of Puerto 
Rico.” 





[S. 1288, 84th Cong., 1st sess. ] 


A BILL To amend the Fair Labor Standards Act of 1938 to include in the definition of 
“agriculture” the maintenance and operation of ditches. canals, reservoirs, and water- 
ways when maintained and operated for farming purposes, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress Assembled, That subsection (f) of section 3 of the Fair 
Labor Standards Act is amended to read as follows: 

“(f) ‘Agriculture’ includes farming in all its branches and among other things 
includes the cultivation and tillage of the soil; dairying; the production, culti- 
vation, growing, and harvesting of any agricultural or horticultural commodities 
(including commodities defined as agricultural commodities in section 15 (g) 
of the Agricultural Marketing Act, as amended) ; the raising of livestock, bees, 
fur-bearing animals, or poultry, and practices (including forestry or lumbering 
operations) performed by a farmer or on a farm as un incident to or in conjune- 
tion with such farming operations, including preparations for market, delivery 
to storage or to market or to carriers for transportation to market; and the 
maintenance and operation of ditches, canals, reservoirs, and waterways when 
maintained or operated on a mutual nonprofit basis or operated on a sharecrop 
basis and which are used primarily for supplying and storing waters for agri- 
cultural purposes.” 

Sec. 2. Clause (6) of subsection (a) of section 13 of such Act is amended by 
striking out the following: “or in connection with the operation or maintenance 
of ditches, canals, reservoirs, or waterways, not owned or operated for profit, or 
operated on a sharecrop basis, and which are used exclusively for supply and 
storing of water for agricultural purposes”. 





[S. 1437, 84th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act by clarifying the definition of “employee”, 
and for other purposts 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 203 (e) of title 29, United States 
Code, be amended by inserting before the period at the end thereof the follow- 
ing, “, but such term does not include (1) any individual who, under the usual 
common-law rules applicable in determining the employer-employee relation- 
ship, has the status of an independent contractor, or (2) any individual who is 
not an employee under such common-law rules”. 





(S. 1447, 84th Cong., 1st sess. ] 


A BILL To amend the Fair Labor Standards Act so as to clarify the meaning of the term 
“outside buyer of poultry, eggs, cream, or milk in their raw or natural state” 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 13 (b) of the Fair Labor Stand- 
ards Act of 1938, as amended (29 U. S. C. 218 (b)), is amended by adding at 
the end thereof the following new sentence: “An ‘outside buyer of poultry, eggs, 
cream, or milk in their raw or natural state’ means any employee (1) who is 
engaged in buying or soliciting or contracting to buy, or in work incidental to 
and in conjunction with buying, soliciting, or contracting to buy, poultry, eggs, 
cream, or milk in their raw or natural state; and (2) who is performing such 
activities away from the plan in which the resulting purchases of these agri- 
cultural commodities are to be processed.” 
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[S. 2404, 84th Cong., lst sens.) 
A BILL To amend the Fair Labor Standards Act of 1035, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Overseas 
Fair Labor Standards Amendments of 1055”. 

Sec. 2. Section 6 of the Fair Labor Standards Act of 1938, as amended, is 
amended by striking out the period at the end of paragraph (2) In subsection (a), 
and inserting in lieu thereof a semicolon and the following new paragraph: 

“(3) If such employee is employed in Guam, American Samoa, or Wake Island, 
not less than the applicable rate established by the Secretary of Labor as herein 
provided. The provisions of paragraph (1) of this subsection shall not apply 
to any employee specified in this paragraph (3), but when the Secretary of Labor 
finds that economic conditions in such possession, in a specific area or areas 
thereof, or in relation to particular work to be performed therein warrant, he 
shall determine and promulgate, following a public hearing on the matter, the 
minimum wage rate which he shall find appropriate for such geographical area 
or particular work in conformity with the policy of this Act. In making such 
a determination, the Secretary shall take into account the level of the economy 
of the area and its capacity to sustain the rate without causing substantial cur- 
tailment of employment, substantial hardship to business enterprise, or other 
disruptive effects; and he shall also take into account the reasonable relation- 
ship of such rate to wage rates paid in neighboring economies on which such 
area draws substantially for its labor supply. The minimum wage rate thus 
established by the Secretary shall not exceed the rate prescribed in paragraph 
(1) of this subsection.” 

Sec. 3. Section 13 of such Act is amended by adding at the end thereof the 
following new subsections (e) and (f) : 

“(e) The provisions of sections 6, 7, 11, and 12 shall not apply with respect 
to any employee whose services during the workweek are performed in a work 
place within a foreign country or within territory under the jurisdiction of the 
United States other than the following: A State of the United States; the 
District of Columbia; Alaska; Hawaii; Puerto Rico; the Virgin Islands; outer 
Continental Shelf lands defined in the Outer Continental Shelf Lands Act (ch. 
345, 67 Stat. 462) ; and the possessions named in section 6 (a) (3). 

“(f) The provisions of section 7 and section 12 shall not apply with respect 
to employees for whom the Secretary of Labor is authorized to establish minimum 

yage rates as provided in section 6 (a) (38), except with respect to employees 
for whom such rates are in effect; and with respect to such employees the 
Secretary may make rules and regulations providing reasonable limitations and 
allowing reasonable variations, tolerances, and exemptions to and from any or 
all of the provisions of sections 7 and 12 if he shall find, after a public hearing 
on the matter, and taking into account the factors set forth in section 6 (a) (3), 
that economic conditions warrant such action.” 

Sec. 4. Section 16 of such Act is amended by adding at the end thereof the 
following new subsection (d) : 

“(d) In any action or proceeding commenced prior to, on, or after the date 
of enactment of this subsection, no employer shall be subject to any liability or 
punishment under this Act or the Portal-to-Portal Act of 1947 on account of his 
failure to comply with any provision or provisions of such Acts with respect 
to work performed in a work place to which the exemption in section 13 (e) is 
applicable or with respect to work performed in a possession named in section 
6 (a) (3) at any time prior to the establishment by the Secretary, as provided 
therein, of a minimum wage rate applicable to such work.” 

Sec. 5. Section 17 of such Act is amended by striking the word “and” after 
the words “Canal Zone”, and inserting the words “and the District Court of 
yuam” after the words “Virgin Islands.” 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D.C., May 8, 1956, 
Hon. Lister HIt1, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 


My Dear Senator Hitt: This responds to your request for the views of 


this Department on S. 2404, a bill to amend the Fair Labor Standards Act of 
1938, as amen‘ed. 
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The Fair Labor Standards Act of 1938, as amended, is by its terms applicable 
to the 48 States, the District of Columbia, the Territories and possessions of 
the United States, and the Commonwealth of Puerto Rico, although provision 
is made for flexibility in the determination of the minimum wage required to 
be paid in Puerto Rico and the Virgin Islands (52 Stat. 1060, as amended, 
29 U. 8. C. 201). 

The purpose of S. 2404 is to provide for a determination by the Secretary 
of Labor of minimum wages which he finds are proper for the economy of 
the area in Guam, American Samoa, and Wake Island and to provide for such 
control over hours of labor and child labor affecting laborers covered by mini- 
mum-wage rates so determined as the Secretary finds that economic conditions 
may warrant. It is believed that this would provide such protection in regard 
to wages and hours of labor as may be needed without requiring application 
of the same protection afforded by the statute for more economically advanced 
areas. 

Section 2 of the bill would authorize the Secretary of Labor, when he finds 
that economic conditions warrant, to establish minimum wages for employees 
in Guam, American Samoa, and Wake Island. In the absence of such a deter- 
mination by the Secretary of Labor, the current statutory minimum would 
not apply to those areas. Section 3 would limit the application of the act to 
the States, the District of Columbia, Alaska, Hawaii, Puerto Rico, the Virgin 
Islands, outer Continental Shelf lands, Guam, American Samoa, and Wake. 
Section 3 would also provide that the maximum-hour and child-labor provi- 
sions of the act shall not apply to Guam, American Samoa, and Wake until 
and to the extent that the Secretary of Labor imposes minimum wages for 
employees in those areas. The Secretary may then authorize reasonable varia- 
tions and exemptions from the maximum-hour and child-labor provisions. 

This Department favors the enactment of legislation along the lines of S. 2404. 
It is our view that minimum-wage-rate determinations by the Secretary of Labor 
for Guam and American Samoa, in keeping with the economic development of 
each area, will be a more effective aid in advancing the general welfare of the 
workers and their communities, and, as a result, in promoting in those areas 
the purposes of the Fair Labor Standards Act, than attempts to cast their 
minimum-wage rates according to the rate pattern which has been adopted 
for the more highly developed economy of the mainland. It should be pointed 
out that not only is the general economic development of Guam and American 
Samoa at a much lower level than the economy of other American areas, but 
the economic levels of these two areas are substantially different from each 
other. The provisions of S. 2404 will permit the Secretary of Labor to take 
such differences into account and establish minimum rates for each area which 
will best meet its needs in accordance with the purposes and objectives of the 
Fair Labor Standards Act. 

This Department has no jurisdiction on Wake Island and therefore we limit 
our comments to the statement that we have no objection to the inclusion 
of Wake Island in the provisions of S. 2404. 

The Bureau of the Budget has advised that there is no objection to the 
submission of this report to your committee. 

Sincerely yours, 
CLARENCE A. Davis, 
Acting Secretary of the Interior. 





{S. 2748, 84th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, to provide coverage 
for employees of large retail establishments whose activities affect interstate commerce, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Retail 


Establishment Amendments of 1955 to the Fair Labor Standards Act of 1938, as 
amended”. 


FINDING AND DECLARATION OF POLICY 


Sec. 2. (a) Section 2 (a) of the Fair Labor Standards Act of 1938, as amended 
(hereinafter referred to as the “Act’’), is amended to read as follows: 

“(a) The Congress hereby finds that the existence, in industries engaged in 
commerce or in the production of goods for commerce or in activities affecting 
commerce, of labor conditions detrimental to the maintenance of the minimum 
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standard of living necessary for health, efficiency, and general well-being of 
workers (1) causes commerce and the channels and instrumentalities of com 
merece to be used to spread and perpetuate such labor conditions among the 
workers of the several States: (2) burdens and affects commerce and the free 
flow of goods in commerce; (3) constitutes an unfair method of competition in 
commerce; (4) leads to labor disputes burdening and obstructing commerce and 
the free flow of goods in commerce; and (5) interferes with the orderly and 
fair marketing of goods in commerce.” 

“(b) Section 2 (b) of such Act is amended to read as follows: 

“(b) It is hereby declared to be the policy of this chapter through the exercise 
by Congress of its powers to regulate commerce among the several States and 
with foreign nations, to correct and as rapidly as practicable to eliminate the 
conditions above referred to in such industries, including retail establishments 
affecting commerce, without substantially curtailing employment or earning 
power.” 

DEFINITIONS 


Sec. 3. (a) Section 3 of such Act is amended by striking out subsection (n) 
thereof. 

(b) Section 8 of such Act is amended by adding at the end thereof the 
following: 

“(p) ‘Activity affecting commerce’ includes any activity in commerce necessary 
to commerce or competing with any activity in Commerce or where the payment 
of wages at rates below those prescribed by this Act would burden or obstruct 
or tend to burden or obstruct commerce or the free flow of commerce.” 


SPECIAL INDUSTRY COMMITTEES FOR PUERTO RICO AND THE VIRGIN ISLANDS 


Sec. 4. Section 5 (a) of such Act is amended by adding after the words “, or 
in Puerto Rico and the Virgin Islands, engaged in commerce or in the production 
of goods for commerce,” and after the words, “or in the production of goods for 
commerce in particular industries” the following: “or employed in or about 
or in connection with any enterprise where an employer, having more than five 
retail establishments or having one or more retai! establishments with a total 
annual volume of sales of more than $500,000, is engaged in any activity affecting 
commerce”. 

MINIMUM WAGES 


Sec. 5. (a) That part of section 6 of such Act, which immediately precedes 
subparagraph (1) of such section, is amended to read as follows: 

“Sec. 6. (a) Every employer shall pay to each of his employees who is engaged 
in commerce or in the production of goods for commerce, and every employer who 
is engaged in any activity affecting commerce and who has more than five retail 
establishments or has one or more retail establishments with a total annual 
volume of sales of more than $500,000 shall pay to each of his employees employed 
in or about or in connection with any enterprise where he is so engaged, wages 
at the following rates :”. 

(b) Section 6 (c) of such Act is amended by adding after the words “in the 
production of goods for commerce” the following: “, or employed in or about or 
in connection with any enterprise where an employer, having more than five retail 
establishments or having one or more retail establishments with a total annual 
volume of sales of more than $500,000 is engaged in any activity affecting 
commerce,”. 

MAXIMUM HOURS 


Sec. 6. Section 7 (a) of such Act is amended to read as follows: 

“(a) Except as otherwise provided in this section, no employer shall employ 
any of his employees who is engaged in commerce or in the production of goods 
for commerce, and no employed who is engaged in any activity affecting commerce 
and who has more than five retail establishments or has one or more establish- 
ments with a total annual volume of sales of more than $500,000 shall employ 
any of his employees employed in or about or in connection with any enterprise 
where he is so engaged, for a workweek longer than forty hours, or a workday 
longer than eight hours, unless such employee receives compensation for his 
employment in excess of the hours above specified at a rate not less than one 
and one-half times the regular rate at which he is so employed.” 
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WAGE ORDERS IN PUERTO RICO AND THE VIRGIN ISLANDS 


Sec. 7. Section 8 (a) of such Act is amended by adding after the words “The 
policy of this chapter with respect to industries in Puerto Rico and the Virgin 
Islands engaged in commerce or in the production of goods for commerce” the 
following: “or in any retail activity affecting commerce” and by adding after 
the words in the second sentence of such section “, in Puerto Rico and the Virgin 
Islands, engaged in commerce or in the production of goods for commerce” the 
following: “or engaged in any activity affecting commerce and having more than 
five retail establishments or having one or more retail establishments with a 
total annual volume of sales of more than $500,000.” 


CHILD LABOR 


Sec. 8. Section 12 (c) of such Act is amended to read as follows: 

“(c) No employer shall employ any oppressive child labor in commerce or 
in the production of goods for commerce and no employer who is engaged in any 
activity affecting commerce and who has more than five retail establishments or 
has one or more retail establishments with a total annual volume of sales of more 
than $500,000 shall employ any oppressive child labor in or about any establish- 
ment where he is so engaged.” 

EXEMPTIONS 


Sec. 9. (a) Section (18) (a) (1) and (13) (a) (2) of such Act are amended 
to read as follows: 

“Src. 13. (a) The provisions of sections 6 and 7 shall not apply with respect 
to (1) any employee employed in a bona fide executive, administrative, or pro- 
fessional capacity, or in the capacity of outside salesman (as such terms are 
defined and delimited by regulations of the Administrator) ; or (2) any employee 
employed in any retail establishment by an employer not having more than five 
such establishments and having a total annual yolume of sales of not more than 
$500,000 :”. 

(b) Section 13 (a) of such Act is amended by striking out subparagraph 4, 
including the proviso of such subparagraph. 


PROHIBITED ACTS; PRIMA FACIE EVIDENCE 


Sec. 10. (a) Section 15 (a) (1) of such Act is amended by adding after the 
words “sell in commerce”, the words “or in any activity affecting commerce”, and 
after the words “sale thereof in commerce”, the words “or in any activity affecting 
commerce”. 

(b) Section 15 (b) of such Act is amended by adding after the words “sold in 
commerce”, the words “or in any activity affecting commerce”. 


EFFECTIVE DATE 


Sec. 11. The amendments made by this Act shall take effect upon the expiration 
of one hundred and twenty days from the date of its enactment. 





DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, May 15, 1956. 
Hon. Lister HILt, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 


Dear SENATOR HILt: This is with further reference to your request regarding 
S. 2748, a bill to amend the Fair Labor Standards Act of 1938, as amended, to 
provide coverage for employees of large retail establishments whose activities 
affect interstate commerce, and for other purposes. 

As you know, the chairman of the Subcommittee on Labor of the Senate Com- 
mittee on Labor and Public Welfare has requested the Department to develop 
plans for a special survey of wages and hours in retail trade. These plans have 
been developed and Congress has been asked to permit the use of appropriated 
funds to make the special study which, if authorized, would be completed early 
next year. 

The Senate Committee on Appropriations did not include this item in re- 
porting the second supplemental appropriation bill. However, the committee 
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indicated that consideration can be given to it in connection with this Depart 
ment’s regular 1957 appropriation bill, which is pending before the committee 
This bill has not yet been reported out. 

I am strongly in favor of extending the protection of the Fair Labor Standards 
Act to additional workers. President Eisenhower bas asked Congress to bring 
additional workers under the act and has pledged the full resources of the 
executive branch to assist Congress in finding ways to attain the goal of broad- 
ened coverage. 

The Department of Labor has been assisting the committees of Congress, in 
eluding the Senate Subcommittee on Labor, in their study of this matter and 
will continue to render every possible assistance. 

In hearings scheduled on expansion of coverage under the Act, the Department 
of Labor will present its views. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor 


[S. 2963, 84th Cong., 2d sess.] 
A BILL To amend the Fair Labor Standards Act of 1938, as amended, to exempt yme 
workers in rural areas from the minimum wage and maximum hours provisions of tl 


Act in certain cases 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (a) of section 138 of the Fi 
Labor Standards Act of 1938, as amended (29 U.S. C., sec. 215 (a)), is amended 
by inserting before the period at the end thereof the following: “ ; or (16) any 


homeworker in a rural area who is not subject to any supervision or control 
by any person whomsoever, and who buys raw material and makes and completes 
any article and sells the same to any person, even though it is made according 


to specifications and the requirements of some single purchaser’ 


[S. 3310, 84th Cong., 2d sess. ] 


A BILL To amend the Fair Labor Standards Act of 1938 s amended, to provide gre 
coverage for employees of food industries whose activities affect interstate cor 


and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Food hl 
dustries Amendments of 1956 to the Fair Labor Standards Act of 1983S as 
amended”. 

FINDING AND DECLARATION OF POLICY 


Sec. 2. Section 2 (a) of the Fair Labor Standards Act of 1938, as amended 
(hereinafter referred to as the “Act’”’), is amended to read as follows: 

““(a) The Congress hereby finds that the existence, in industries engaged in 
commerce or in the production of goods for commerce or in activities affecting 
commerce, of labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well-being of 
workers (1) causes commerce and the channels and instrumentalities of com- 
merce to be used to spread and perpetuate such labor conditions among the 
workers of the several States; (2) burdens and affects commerce and the free flow 
of goods in commerce; (3) constitutes an unfair method of competition in com 
merce; (4) leads to labor disputes burdening and obstructing commerce and 
the free flow of goods in commerce; and (5) interferes with the orderly and fair 
marketing of goods in commerce.” 


DEFINITIONS 


Sec. 3. (a) Section 3 (j) of such Act is amended by striking out “or in any 
closely related process or occupation directly essential to the production thereof” 
and inserting in lieu thereof “or in any process or occupation necessary to the 
production thereof,”’. 

(b) Section 3 of such Act is further amended by adding at the end thereof the 
following: 

“(p) ‘Activity affecting commerce’ includes any activity in commerce neces- 
Sary to commerce or competing with any activity in commerce, or where the 
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payment of wages at rates below those prescribed by this Act would burden or 
obstruct or tend to burden or obstruct commerce or the free flow of commerce.” 


MINIMUM WAGES 


Sec. 4. (a) That part of section 6 of such Act, which immediately precedes sub- 
paragraph (1) of such section is amended to read as follows: 

“Sec. 6. (a) Every employer shall pay to each of his employees who is engaged 
in commerce or in the production of goods for commerce, and every employer 
who is engaged in any activity affecting commerce shall pay to each of his 
employees employed in or about or in connection with any enterprise where he 
is so engaged, wages at the following rates:”. 


MAXIMUM HOURS 


Sec. 5. (a) Section 7 (a) of such Act is amended to read as follows: 

“(a) Except as otherwise provided in this section, no employer shall employ 
any of his employees who is engaged in commerce or in the production of goods 
for commerce, and no employer who is engaged in any activity affecting com- 
merce shall employ any of his employees employed in or about or in connection 
with any enterprise where he is so engaged, for a workweek longer than forty 
hours, or a workday longer than eight hours, unless such employee receives com- 
pensation for his employment in excess of the hours above specified at a rate 
not less than one and one-half times the regular rate at which he is employed.” 

(b) Section 7 (b) of such Act is amended by striking out paragraph 3 thereof. 

(c) Section 7 of such Act is further amended by striking out subsection (c) 
and renumbering the subsections accordingly. 


CHILD LABOR 


Sec. 6. Subsection (c) of section 12 of such Act is amended by inserting at the 
end thereof the following: “and no employer who is engaged in any activity 
affecting commerce shall employ any oppressive child labor in or about or in 
connection with any enterprise where he is so engaged”. 


EXEMPTIONS 


Sec. 7. (a) Section 13 (a) (1) and section 13 (a) (2) of such Act are amended 
to read as follows: 

“Sec. 18. (a) the provisions of sections 6 and 7 shall not apply with respect 
to (1) any employee employed in a bona fide executive, administrative, or pro- 
fessional capacity, (as such terms are defined and delimited by regulations of 
the Administrator) ; or (2) any employee employed in any retail establishment 
by an employer not having more than five such establishments and having a total 
annual volume of sales of not more than $500,000 ;”. 

(b) Section 18 (a) is further amended by striking out subparagraph (4), 
including the proviso of such subparagraph and renumbering accordingly. 

(c) Section 13 (a) of such Act is further amended by striking out subparagraph 
5 and renumbering accordingly. 

(d) Section 18 (a) of such Act is further amended by striking out subpara- 
graph 10 and renumbering accordingly. 

(e) Section 13 (b) of such Act is amended by striking out subparagraph 4. 

(f) Section 13 (b) is further amended by striking out subparagraph 5. 


PROHIBITED ACTS; PRIMA FACIE EVIDENCE 


Sec. 8. (a) Section 15 (a) (1) of such Act is amended by adding after the 
words “sell in commerce”, the words “or in any activity affecting commerce”, 
and after the words “sale thereof in commerce”, the words “or in any activity 
affecting commerce”’.: 

(b) Section 15 (b) of such Act is amended by adding after the words “sold 
in commerce”, the words “or in any activity affecting commerce”. 


EFFECTIVE DATE 


Sec. 9. The amendments made by this Act shall take effect upon the expiration 
of one hundred and twenty days from the date of its enactment. 
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Senator Doveias. With these brief introductory remarks, which I 
feel may help set the stage for these 1956 minimum wage hearings, I 
am going to ask the distinguished junior Senator from Massachusetts, 
Senator Kennedy, to make a statement which he wishes to make, and 
then to welcome as our first witness the president of the American Fed- 
eration of Labor-Congress of Industrial Organizations. 


STATEMENT OF HON. JOHN F. KENNEDY, UNITED STATES SENATOR 
FROM THE STATE OF MASSACHUSETTS 


Senator Kennepy. Today’s hearings represert the first step toward 
the passage of an urgently needed piece of legislation—the extension 
of coverage under our minimum wage law. 

It is a shocking fact that nearly two-thirds of the 67 million people 
working in this country have no Federal protection against substand- 
ard wages. Nearly half of those could and should be covered if the 
purpose of the Fair Labor Standards Act is to be carried out. Con- 
tinued failure to broaden the act’s coverage not only denies decent liv- 
ing standards to the unprotected workers, but tends, by encouraging 
sweatshop competition and depressing purchasing power, to undermine 
the economic status of the entire Nation. 

Unfortunately, those workers who currently lack the protection of 
the act are those who need it the most. Their wages are low and their 
bargaining power is weak. To the fullest extent permitted by the Con- 
stitution and praticality we should bring in under the act excluded 
workers now struggling to exist on incredibly small earnings in the 
lumber industry, retail establishments, utilities, food-processing plants, 
Jaundries, and in other unprotected occupations. 

There is no sound legal or economic distinction that justifies contin- 
uing the exclusion of these working men and women from the current 
act. 

Thank you. 

Senator Doveias. Thank you, Senator Kennedy. 

Mr. Meany, we are very happy to have you here. And we welcome 
you as our first witness. 


STATEMENT OF GEORGE MEANY, PRESIDENT, AMERICAN FEDERA- 
TION OF LABOR-CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. Meany. Thank you very much. I appreciate the committee 
giving me some of its time. 

A little more than a year ago, when it was last my pleasure to appear 
before this subcommittee, I noted that “one of the most critical issues 
confronting Congress is the revision of the Fair Labor Standards 
Act.” Today, that statement is still substantially true. 

Of course, the situation has been materially improved. The Con- 
gress has, as you know, increased the Federal minimum wage to $1 an 
hour. It is an increase that was long overdue. 

But it is not my purpose to discuss at this time the question of the 
appropriate minimum wage though we still believe that a minimum 
wage of $1.25 an hour is justified and necessary to our economic well- 
being. Instead I want to discuss an important feature of the Fair 
Labor Standards Act which Congress did not improve during the last 
session. It isa matter which urgently needs your attention. It is, I 
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submit, as important an item of business as any which will come before 
this subcommittee this year. 

I cannot overemphasize the pressing importance of the need for 
broadening the coverage of the Fair Labor Standards Act. The 
AFL-CIO, at its first constitutional convention in New York City last 
December, unanimously adopted a resolution urging the Congress— 
as a matter of first priority to extend the full protection of the Fair Labor Stand- 
ards Act to all workers in industry engaged in or affecting interstate commerce. 

We do not wish to burden the record with repetitious testimony and 
so, I shall confine my remarks to the trade-union philosophy involved 
in this issue. Later, Mr. Stanley Ruttenberg, director of the depart- 
ment of research of the AFL-CIO, will present documented statistics 
and technical testimony to substantiate our contention that increased 
coverage is sound and necessary from every economic and practical 
viewpoint. 

As we in the labor movement read the statements of political leaders 
of both major parties, we are encouraged to believe that this matter of 
extension of coverage is at once bipartisan and nonpartisan. 

President Eisenhower and his Secretary of Labor, Mr. James P. 
Mitchell, have both repeatedly asserted that the coverage of this law 
ought to be extended. 

The top leaders of the Democratic Party in Congress have repeatedly 
pledged legislation which will bring the benefits and protections of this 
act to the many millions of workers still uncovered. 

Thus, we feel that we have a right to expect overwhelming support 
from both parties for extension of coverage. 

At the conclusion of the first session of this Congress, Secretary of 
Labor Mitchell criticized the failure of Congress to extend coverage 
with the declaration that the workers of this country had been given 
only “half a bill.” 

Certainly there can be no objections to this legislation on any moral 
or ethical grounds. The only possible objection can come from those 
who profit from substandard wages and from the continuance of 
sweatshop conditions, one of the greatest social evils of the industrial 
world. 

We suggest this subcommittee examine closely the arguments of 
those who will appear here in opposition. They will, I am sure, argue 
that extension of coverage will do a grave disservice to the small 
merchant; that it is an invasion of the prerogatives of the several 
States; that it will bankrupt industries which operate on a small profit 
margin. 

Not one of these charges is based on fact, as we shall show in our 
detailed testimony. The real opposition to this measure will come 
from those narrowminded and economically uneducated employers 
who still believe that they have a right to gain competitive advantage 
by paying substandard wages. 

There is, of course, some short-range truth in this argument. 
There is also some truth in the statement that an employer who is not 
forced to pay taxes on his profits will have even greater profits. A 
manufacturer permitted to use adulterated food in package products 
could make even greater profits. 

But the public good of necessity outlaws such antisocial profiteering. 
It is our contention that it is equally antisocial and detrimental to the 
public welfare to permit the continuance of a system that arbitrarily 
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denies minimum wage protection to millions of wage earners for 
reasons that are neither sound nor logical. 

If there is the slightest economic justification for keeping wages 
at the lowest possible level, for some employers’ benefit, then this 
justification would apply to all employers, not Just to a favored group 
of employers. 

But there is no such economic justification. Our economy has 
prospered because of our tremendous purchasing power. The wider 
base we have for this purchasing power the more stable and prosper- 
ous our economy. 

We hear much from employer groups about the great productivity 
of American industry. We are the most productive nation in the 
world. Our productivity record, measured by either industry or in- 
dividual worker standards, has no equal. 

But what does it profit American industry to produce enormously 
if there are no customers for its produ ts? And there cannot be 
customers, if the American worker’s income is too low to permit him 
to purchase even the necessities of life, much less purchase a few of 
the luxuries that are available. 

We, in the trade-union movement are proud of the higher wages 
we have won for the people we represent. It has enabled them to 
enjov an ever better standard of living. Just as important, the higher 
wages won by the trade unions have aided our national economy. 
This increased purchasing power has transformed this Nation from 
one in which the tradesmen produced the good things of life but were 
unable to enjoy them, into the economy we know today, where these 
good things of life are within the reach of millions of workers. 

But we can’t have true prosperity in our land while one group of 
workers prospers and another suffers, any more than we can have 
prosperity in the city and depression on the farm. We believe in a 
broad-based prosperity for our Nation. It is because of that belief 
that we are interested not only in legislation that provides a sound 
farm economy, but we support as well such measures as the schools 
construction bill and the measures to provide more highways and 
homes and hospitals. It is in this context of a broader based pros 
perity for all our people that we support legislation that would bring 
minimum wage protection to the millions of workers now paid sub- 
standard wages. 

Let me point out that only a relatively few AFL-CIO members 
would benefit financially from extension of coverage of the Fair 
Labor Standards Act. Our interest here is not self-serving; rather 
we are interested in the broad public benefit which would certainly 
come from adoption of a common-sense definition of the coverage 
under this act. 

I want to emphasize the words “common-sense” for the AFL-CIO 
recognizes that the Fair Labor Standards Act cannot cover the corner 
grocery, the boarding house, or the small restaurant. Primarily these 
are typically American family business operations and we h: ioe no 
desire to press for a measure which would create hardship for these 
small-business people. 

However, it is altogether appropriate that the Congress slould 
broaden the coverage to include large department stores, and large 
chain stores, whether they be grocery or drug or novelty shops. We 
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believe large hotels, chain restaurants, laundry and dry cleaning, and 
similar establishments should be also covered. 

The workers in these industries are not those whose economic stand- 
ard is so lofty that they do not need protection. These are people 
who most definitely do need this law. ‘These are the low-paid restau- 
rant employees, the counter girls in the variety stores, the agricultural 
workers who man the large “factories in the field,” the logger in the 
South, the switchboard operator who runs a rural telephone exchange. 

These are the forgotten workers of America, whose personal liveli- 
hood is hitched to a horse-and-buggy economic concept, as badly out 
of date in these times as the hand-drawn plow. 

Most of these workers are unorganized. They have no protection 
from the law; they do not share in the progress which trade unions 
bring to organized workers. They are Rout by circumstances over 
which they have no control to compete against each other for employ- 
ment at the lowest possible wage. 

These workers, together with their families, are caught in a cruel 
economic vise which causes not only personal suffering and hardship, 
but grave damage to our Nation. It is the ranks of the poverty- 
striken, sociologists have demonstrated on innumerable occasions, that 
breed disease and crime, which sap the strength of our country and 
-ause the waste of millions of tax dollars. 

Let me remind this subcommittee that today’s definition of “inter- 
state commerce” in the Fair Labor Standards Act, is far narrower 
than the definition used when the law was enacted in 1938. Despite 
clear evidence that annually our economy is becoming more interstate 
in character, the law turns its back on the facts and arbitrarily denies 
protection to millions of workers. 

Let me turn to the largest groups of workers now denied the law’s 
protection. About a third of the 20 million workers not protected 
by the law are engaged in retail trade. Last year, the total sales 
volume of the retail industry was $185 billion. 

That doesn’t sound to me like a small business operation. It isn’t. 
Today’s retail trade is controlled by giant corporations which have 
repeatedly driven small, family-type businesses to the wall. 

Through the use of sales agreements, volume purchasing and mass 
advertising, these corporations have all but eliminated competition 
from the small owner-operated retail stores. The giants have demon- 
strated no concern for the small-business man. They have worked 
to drive him out of business. 

But they continue to use the cloak of the small-business man to 
masquerade their own giant operations. They seek immunity from 
minimum wage requirements on the ground that small merchants 
must be protected. 

Their claims do not deserve consideration from the Congress. At 
the same time, we in the AFL-CIO, who are concerned with the plight 
of the small-business man, believe that the Congress can write a defini- 
tion which will protect the employees of these retail giants and, at 
the same time, protect the interest of the legitimate small-business 
man. 

Another argument which this subcommittee is bound to hear from 
opponents is the claim that State laws now protect the workers who 
are not covered by the Federal statute. 
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The fact is that these workers can look for very little protection 
from the States. Only eight States have minimum wage laws ap 
plying to both men and women workers. Twenty-one States have 
minimum wage laws covering only women workers and, in some 
States, only women workers in spec'fied industries. Nineteen States 
have no minimum wage statutes at all. 

The fact is that only three and a half million workers have any 
yrotection at all from State minimum wage laws. Some of these 
te provide ridiculous standards, such as 16 cents an hour for some 
women workers in Arkansas. 

Senator Dove.as. I think that 16-cent minimum was established in 
Arkansas over 40 years ago; isn’t that truef And it has not been 
increased since that time. 

Mr. Meany. Yes. It hasn’t been changed as far as I know, 

The record of State in action in this field and the clear impact on 
interstate commerce by the industries we have specified demonstrates 
the speciousness of these arguments. 

As I indicated earlier, Mr. Ruttenberg will provide this subcom- 
mittee with much more detailed testimony and so I will conclude with 
these few general observations. 

We firmly believe and we sincerely trust this will not be a partisan 
measure. We regret that the administration, despite its avowed in- 
terest in this field, has not presented an administration measure calling 
for broadened coverage. 

We trust this will be remedied shortly. However, there should be 
no opposition from the administration in view of the statements of 
both the President and the Secretary of Labor. 

We believe there is ample precedent, in existing Federal statutes, 
for such a broader definition of interstate commerce. Since the States 
have not done the job during the period since 1949 when Congress 
narrowed the definition, the time for Federal action is long overdue. 

Finally, and most important, we believe that economic justice and 
sound commonsense dictate that such action should be taken without 
further delay. 

Last year, I observed that the question before Congress could be 
summed up in these words: “Is America willing to see that the fellow 
at the bottom of the economic ladder is given a lift?” 

That is still the question. We believe, gentlemen, that the Congress 
should face up to this responsib‘lity. We believe that action—quick, 
sincere and inclusive—will be of genuine assistance in our continuing 
battle to convince the world that in our Nation we are vitally con- 
cerned with the people at the bottom of the economic ladder. 

A vital issue is on trial here. We in the AFL-CIO confidently look 
for justice and humanity from the 84th Congress. 

Senator Dovetas. Thank you, Mr. Meany. 

Mr. Meany, you stated as follows: 


We believe that the Congress can write a definition which will protect the em- 


ployees from these retail giants and at the same time protect the interest of the 
legitimate small-business man. 


Mr. Meany. Yes. 

Senator Dovaras. As I understand it, there have been two stand- 
ards suggested differentiating between, or rather exempting small 
business, and yet attempting to cover part or all of big business. 
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One test is the question as to whether there is an interstate chain, 
whether a chain of stores or a chain of hotels, will operate across State 
lines. And another test is the dollar volume of business. 

Now, do you have any comments to make on either one of these 
tests? 

Mr. Meany. Well, there is plenty of legislative precedent for this 
sort of a definition. I mean you write them in, and then, of course, 
you exempt either on dollar volume or on the number of employees 
in the employ of a particular firm. 

Senator Dovetas. Would you prefer the dollar-volume test to the 
interstate test ? 

Mr. Meany. Well, I would not want to take a firm view on just how 
Congress would do this. I think the dollar-volume test would be the 
best one. But I think Congress should look at all phases of it. 

We will, of course, be glad to work with the committee. But I am 
quite sure that this can be done and done in a way that is legislatively 
sound. 

Senator Doveras. Senator Kennedy ? 

Senator Kennepy. One of the arguments against extending the 
coverage would be that it would create unemployment in some of these 
marginal industries. I gather that it is your opinion that 

Mr. Meany. That, of course, is the argument against minimum wage 
laws as such. That just applies to the theory of minimum wage laws. 
And I am quite sure that you will find from the record where we testi- 
fied here in the past on this that that just is not so; that that just does 
not happen. 

Now, of course, someone can point maybe to 1 or 2 instances. But 
over the years we find that that is not so. And there is no basis for 
that argument at all. If it is, it is the basis for an argument against 
the entire idea of minimum wages. 

Senator Kennepy. That is all. 

Senator Doveras. Senator Lehman ? 

Senator Lenman. I am not a member of this subcommittee. I am 
sorry I was late in getting here, but I had another meeting. I shall, 
however, read this with great interest. 

I want to ask Mr. Meany if it is not a fact—and I am sure he can 
speak from his own experience—that every time in the very begin- 
ning that there is any discussion about minimum wages, the argument 
was raised that it would lead to unemployment and it would lead to 
the bankruptcy of a large number of people in industrial concerns and 
merchants. Thatisa fact; is it not ? 

Mr. Meany. Yes; that is the argument that they used. 

Senator Leaman. Isn’t it a fact that that was done each time we 
sought to increase minimum wage levels? The same cry was raised ? 
And I believe simply there has been no increase in unemployment. 
And very obviously there has been no diminution of profits that have 
been made by employers. 

Mr. Meany. Well, Senator, I am sure you recall in your experience 
this sort of argument is used in all legislation of this type. You and 
I personally had an experience in New York in 1935 when it was 
claimed that the whole economy of the State was going to collapse 
if we passed an unemployment insurance law. 

The grass was going to grow in the streets of the industrial towns 
and all that sort of bunk. 














AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 2% 

Senator Lenman. I remember that very vividly. 

Mr. Meany. It is just not so. ‘These sort of things have an overall 
effect, in my opinion, of making our economy that much stronger. 
And we cannot get away from the basic fact that no matter what we 
can build, no matter what we can produce, unless we can consume, we 
cannot produce. There would be no sense in producing. And these 
eople are not in the market to the extent, let us say, that they should 
ve. They certainly are not in the market for anything like the things 
that would really add up to a decent American standard of living 
And bringing them into the market by adding to their pure hasing 
power—at least putting a floor under their wages certainly will 
benefit not only the people who receive the additional income, but the 
shopkeeper and everybody else concerned. 

That is basic in our whole economy. We cannot get away from 
that. So, of course, however, we have had these narrow arguments; 
we have had them as long as 40 or 50 years ago—that is, on workmen’s 
compensation. 

There was going to be a situation that would ruin the businessman 
and all that. And, Senator, that can be found in the records. It is 
not just something that we say, but you can find it in the records where 
business associations—they fear anything, it seems, that represents a 
immediate dollar cost. They cannot look beyond that. 

Now, when we wanted an exhaust fan to take this death-dealing 
dust away from the workers’ faces so it would not get in their lungs, 
we had a protest from the employer. That was putting an additional 
cost on the employer. 

Now, of course, any employer worth his salt today would not think 
of operating an est: ablishment without all the safety devices, because 
[ think that they have become educated in this m: itter. Noe mployer 
today would think of operating without tye Ss compensation, 
not only for the protection of the worker but his family to see that 
he has some income when he loses his job through accident or injury 
on the job. No employer would be without that today. 

And still the record will show that in every State in the Union 
where these bills were first brought up, they were completely opposed 
by employers. In our State of New York, they even went so far after 
the bill was passed in 1911 to bring an‘action before the State supreme 
court and have it declared invalidated in the very famous case, the 
Ives case in Buffalo. 

And the workers had to go to the ballot box in November of that 
vear and amend the constitution of the State of New York in order 
that the legislature could come back and repass the workmen’s com- 
pensation bill which was thrown out. That is how far the opposition 
of the employer—and I mean the organized employer—I don’t just 
mean the individual—went. The individual employer, if you meet 
him, is far more sensible perhaps than the stand taken by his organiza- 
tion would indicate. But still all of these things were opposed, and 
always with the same idea that they are going to put the employers 
out of business. They thought they were going to cost too much. and 
that the a could not stand it. 

Still, as I said, we can look back over the years and find that all of 
these great social reforms applied to the economy, all of them, add 
toa better America. There is no question about that. 
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Senator Lenman. I recall that there was opposition even to legisla- 
tion that led to more efficient factory inspection. The employer said 
that would be ruinous. They said the additional costs could be ruin- 
ous. They said it would interfere with their operation. 

Mr. Meany. I am sure you remember a lot of things like that that 
have come up over the years. 

Senator Leuman. Yes. 

Mr. Meany. I remember in one case when they ran special trains 
from all over the State because we wanted to give the workers’some 
extra protection from the failure of insurance companies during the 
depression. We had the capital of our State filled with businessmen 
pleading that this was going to ruin them. And what happened ¢ 

Well, we got the extra protection, and we never heard another word 
about it. The fund is lying up there to protect the people who are 
awarded compensation verdicts and who would lose those verdicts 
in case the carrier became insolvent through bankruptcy. 

You remember that bill quite well, lam sure. And you can remem- 
ber what they did. They ran special trains from Buffalo, N. Y., and 
put thousands of people in to the capital to protest against any such 
device as that. And still that happened 21 years ago. 

Senator Lenman. I remember, too, the opposition that there was to 
social security. 

Mr. Meany. Yes. We have had this opposition. But this is, to 
me, not a complicated problem. Either the idea of minimum wage 
legislation is good or it is not good. 

Now, if it is good, it is not only good for the people who are now 
rotected under the law, but it is good for those who are excluded 
y what we feel is an arbitrary definition. On the other hand, we 

concede that there are small businesses where this might work a 
hardship of some kind. And we have ample precedent in legislation 
of this kind for exempting these businesses. And I am quite sure 
that Congress can do that. 

And, of course, our people will certainly be willing to make sug- 
gestions, if the committee desires, along that line. I am sure, Mr. 
Chairman, that Mr. Ruttenberg will touch on that in his testimony. 

Senator Doueias. Any further questions, Seinator ? 

Senator Lenman. I have no further questions. Thank you. 

Senator Doveras. Thank you very much, Mr. Meany. Mr. Rut- 
tenberg, will you proceed with your testimony ¢ 


STATEMENT OF STANLEY H. RUTTENBERG, DIRECTOR OF RE- 


SEARCH, AMERICAN FEDERATION OF LABOR AND CONGRESS OF 
INDUSTRIAL ORGANIZATIONS 


Mr. Routrenserc. Thank you, Mr. Chairman. Mr. Chairman, I 
have a longer statement which I would ask be included in the record 
in full. And I shall try, in line with the chairman’s suggestion, to 
condense the statement and try not to repeat much of the material 
which was included in the hearings last year before the subcom- 
mittee. 

My name is Stanley H. Ruttenberg. I am director of research for 
the AFL-CIO and chairman of the committee on fair labor stand- 
ards of the AFL-CIO, which is a technical committee working spe- 
cifically on minimum wage legislation. 
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This general statement, Mr. Chairman, deals with the overall 
problem of the interstate commerce clause and the specific defin 
tion of employee versus employer in interstate commerce. And I 
have some specific recommendations to make in connection with 
those two overall areas needed to be amended in the act. 

And in addition, the statement deals in some detail with the retail 
trade and service field, laundry, cleaning and dyeing, hotels, whole- 
sale trade, processing of farm commodities, agriculture, fish proc- 
essing, logging, telephone, and other specific exempt industries. 

The facts are quite clear, and the committee is well aware of them. 
‘There are some 45 million workers who could be covered by the 
act. Some 20 million, or 45 percent, are specifically excluded from 
coverage. Among those that are excluded from coverage, they are 
broken down into 2 categories; 614 million, roughly, of the 20 
million are exempt because of specific exemptions in the law; 1314 
million of the 20 million, on the other hand, are excluded speciti- 
cally because of the definition of interstate activities. So that you 
have two problems to take care of, it seems to me, in amending the 
law to bring additional coverage. One is in the area of the defini- 
tion of the interstate commerce clause, and the other is in the area 
of specifically eliminating some of the exemptions which are now 
contained in the act. 

I have listed in the statement the workers who are now in specifi- 
ally exempt groups. 

I think it is interesting to note that of the 20 million workers who 
are not protected now by the act, about one-third are in retail trade. 
An additional one-third are equally divided between the service trades 
and in agriculture, forestry, and the fishing group. And the third 
are in a wide variety of industries and occupations. 

Now, I need not review certainly with the committee the amend- 
ments that were made in 1949 which narrowed the scope of the act. 
But specifically I would like to deal with the interstate commerce 
clause. And if I might just read from my prepared statement: 

The Fair Labor Standards Act, both as originally enacted in 1938, and as 
amended in 1949, covers employees who are engaged in commerce or in the pro- 
duction of goods for commerce. However, the definition of production was nar- 
rowed in the 1949 amendments. In the original act, production was defined 
to include not only production of goods itself but also “any process or occupa- 
tion necessary to the production thereof.” 

However, in the 1949 amendments, the definition of production was changed 
so as to include only production of goods and “any closely related process or 
occupation directly essential to the production thereof.” 

Now, we are specifically suggesting in a recommendation in this 
area that section 3 (j) of the act should be amended so that the term 
“produced” refers not simply to the production of goods itself, but 
also to any process or occupation necessary to the production thereof, 
instead of, as at present, “any closely related process or occupation 
directly essential to the production thereof.” 

Now, the other major area, Mr. Chairman, which is involved in 
overall amendment that needs to be handled by the committee to 
extend coverage, aside from the specific exemptions, is this question 
of employees engaged in commerce or in the production of goods for 
commerce. 

_ The definition as it now stands in the law specifically says that the 
individual employee must be engaged in the production of goods for 
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commerce, rather than the broader definition of the activities of the 
employer for whom the employee works. So that you get the peculiar 
situation where one worker will be working next to another, and the 
first individual worker is engaged in producing goods or products 
that are being entered into interstate commerce, and because that em- 
ployee is doing so, he is covered by the law; but in another instance, 
a worker right next to him is working on a product which does not 
go into interstate commerce, so he is exempt from the law. 

We specifically suggest that the law be amended to take care of 
this problem. Let me read that section of my statement. 

Section 6 and 7 (a) of the act should be amended to extend minimum wage 
and maximum hour coverage to each employee engaged in commerce or in the 
production of goods for commerce as well as to each employee employed in or 
about or in connection with any enterprise which is engaged in any activity 
affecting commerce. Activities affecting commerce should be so defined as to 
include any activities necessary to commerce or competing with any activity in 
commerce, or where the payment of wages at rates below the statutory minimum 
would burden or obstruct or tend to burden or obstruct commerce or the free 
flow of commerce. 

Now, Mr. Chairman, the statement from this point continues and 
deals specifically with some of the exemptions that were introduced 
in the act in 1949 and some of the exemptions which are even a carry- 
over of the original act of 1938. But as I have already said, the major 
area is retail trade and service. And when we combine retail trade 
and service, we find that there are some 9 million workers in this trade. 
The nearly 9 million in retail trade and service enterprises comprise 
about one-fifth of all wage and salary workers. And of the nearly 
7 million workers in retail trade, only 230,000 now employed in mail- 
order houses and in the central offices and warehouses of chainstores 
are covered under the Fair Labor Standards Act. In addition, most 
of the 2 million workers in retail service firms are also exempt. 

The original Fair Labor Standards Act, as enacted in 1938, ex- 
empted any employee employed in any retail or service establishment, 
the greater part of whose selling or servicing is in intrastate com- 
merce—that is, within a single State. The original act contained no 
definition of “retail.” 

For fear that some retail workers might be considered by the Wage 
and Hour Administrator to be covered, the retail industry secured 
enactment of a provision in the law—section 13 (a) (2)—when it 
was amended in 1949 which defined retail by a complicated formula 
to exclude virtually all retail workers. 

Under this provision, a retail establishment is exempt from cov- 
erage if more than 75 percent of its sales are recognized as retail sales 
or services in the industry and are not for resale, and at least 50 percent 
of its sales are made within the State in which the establishment is 
located. 

In addition a separate provision, 13 (a) (4), exempted workers in 
certain retail establishments which make or process goods sold on the 
premises such as bakeries, ice cream plants, and so forth. These for- 
mulas which have been used to exempt retail establishments are so 
broad that it can readily be seen why it is that nearly all retail trade 
and service firms have been exempt from coverage. 

Now, there follows in my prepared statement a discussion of the 
problem of the big retail establishments, the giant chains and other 
large firms in retailing. And it is interesting to note that the more than 
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a million retail firms with less than 4 employees constitute 50 percent 
of all retail establishments. But they are responsible for only 15 
percent of the employment in the industry. And on the other hand 
the 3.000 firms. as against a million firms, that have a hundred em 
ployees or more constitute only two-tenths of 1 percent of all retail 
concerns: but they have two-fifths of the employment in the industry. 

Senator Dovenas. It would be your belief that they would have 
more than two-fifths of the volume of retail sales? That is, is the 
average volume of sales per employee greater im the larger estab- 
lishments than in the smaller establishments? 

Mr. Rurrensere. The average sales per employee would be, it seems 
to me, greater in the larger chain than it would in the small store. 

Senator Doveias. Therefore, the percentage of the trade would be 
greater than the percentage of the employees ¢ 

Mr. Rurrenserc. Yes. For example, in my statement I do have 
some figures that deal with this problem, Senator. Another way 
of indicating the dominance of the large firm is in terms of sales 
volume. Two-thirds of the firms with a gross annual sales of less 
than $50,000 employ only 12 percent of the workers in retail trade. 
But at the other end of the scale firms grossing a million dollars or 
more annually constitute only seven-tenths of 1 percent of all firms. 
But they account not for 12 percent of the sales but for 44 percent of 
the sales. So that the general statement you made is correct, sir. 

Forty-four percent of the employment. Iam sorry; not of the sales. 
Seven-tenths percent of all the firms, the number of firms, which gross 
a million or more. 

In the retail field, there are large numbers of giant chain organiza- 
tions like Woolworth and the A. & P. that operate not only grocery 
stores but operate salmon canneries, bakeries, manufacturing plants, 
cheese plants, milk processing plants, coffee roasting plants, many of 
which are exempt under the act in the main. 

Other large chains include Safeway and Kroger Stores. And if 
we move into the retail area of general merchandise stores. we find 
the Federated Departinent stores. They all have large numbers of 
employees in many States throughout the United States. And, of 
course, the large hotel chains such as the Hilton-Statler. the Sheraton. 
the Knott, the Albert Pick chain; all of these are, in the main, exempt 
from the present minimum wage law. 

Secretary of Labor Mitchell stated in these hearings last vear in 
connection with the Fair Labor Standards amendments: 

These multistate enterprises are basically not local or intrastate in the most 
important characteristics, including ownership, control, financing, management 
and personnel policy. 


Senator Doveras. Do you regard Secretary Mitchell as a qualified 
Witness on this subject? . 

Mr. Rurrenserc. I certainly would. His experience in the retail 
field is quite substantial. 

Senator Doveras. He was director of personnel for the Federated 
Department Stores, was he not ? 

Mr. Rurrensere. That is right, sir. 

Senator Dovenas. So, he would know whether or not the policies 
were decentralized or whether they were centralized ? 
_ Mr. Rurrennerc. That is right. And in this general statement he 
is saying that in these large chains of hotels, of retail establishments, 
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of food stores, they are multistate in their character, and, therefore, 
should be covered by the law. 

Now, in my statement there are some detailed statistical figures 
dealing with the level of wages in the retail industry. And it is inter- 
esting to note that in 1932 the average retail worker had a higher 
weekly wage than the average factory worker. Twenty dollars a week 
was the average wage in retail. And about $17 a week was the average 
wage for factory workers. But over a period of time this has been 
completely reversed. And today the average weekly wage for fac- 
tory workers at the end of 1955 was in the neighborhood of $80, as 
against only $58 for retail workers employed in general merchandis- 
ing stores. 

But if you take some of the other types of retail merchandising, it 
was only $42 in stores selling general merchandise and $48 in apparel 
and accessories stores. Recently the Department of Labor made a 
survey of what the percentage of employees in retail earning less 
than a dollar and a quarter an hour was, and less than a dollar, and 
less than 90 cents. And it is interesting to note that 5 percent of 
all employees in the multistate retail establishments are paid less 
than 75 cents an hour, 15 percent get less than 90 cents, while 25 per- 
cent in the multistate retail establishments get less than a dollar 
Fifty percent get less than a dollar and a quarter. This means that 
roughly in the whole retail area in the multistate establishments, 
there are about 425,000 workers now earning less than a dollar an hour 
who ought to be brought under coverage and brought up to the dollar 
level. And the specific recommendations which we make, which I shall 
go into in just a second, suggest how this can be accomplished. 

There have been various surveys made of the specific level of earn- 
ings by States. And some of the differentals are quite substantial 
and interesting. The argument is made by the retail establishments, 
“Yes; our wages are low, but we have steady employment, and, there- 
fore, over the year the annual income of retail workers will be higher 
or as high as in many other industries.” 

Well, table 2 in the appendix at the very end of the statement shows 
that to be completely false. Because the annual earnings of retail 
workers roughly in 1954, estimated by the Department of Commerce, 
were $3,200. This is less than in any other area except services and 
agriculture. 

In mining it was $4,300. In manufacturing, $4,100. Wholesale 
trade was even higher at $3,600. Finance at $3,900. Transportation 
at $4,500. So that that argument made by the defenders of the low 
wage retail industry does not hold water upon examination. 

Senator Doveras. Mr. Ruttenberg, may I ask a question here? 

You seem to indicate the wages in the low-price variety stores are 
perhaps among the lowest in retail trade. 

Mr. Rurrenserc. The figures show that in the limited price variety 
stores, their annual wage, according to a recent survey dealing with 
the year 1953 was $1,625. In department stores, it was a thousand 
dollars more, $2,600. 

Senator Dove.as. Low-price variety stores used to be termed the 
“5- and 10-cent stores.” 

Mr. Rurrensere. Yes, sir. 
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Senator Doveras. Now, is it not true that it is in this field of low- 
price variety stores that the chain stores have perhaps developed 
more than in any other branch of retatling? 

Mr. Rutrenserc. Yes. I should think that Kresge and Woolworth 
have really gone into this field quite extensively. And they are 
multi-State in character, as the Secretary of Labor has indicated 
in his testimony before the committee last year. 

One other point that needs emphasis is the argument that has been 
made that we do not need a Federal law to take care of the workers 
in these industries, because the various States have minimum wage 
laws. Well, Mr. Meany reviewed in his statement specifically some 
material dealing with what States have laws. aed you raised an 
interesting question about Arkansas and its 16-cent minimum wage. 
Mr. Chairman, it was, as was indicated, established in 1915 and has 
not been changed since. And there are actually less than 1.6 million 
of the Nation’s 7 million retail employees that are subject to any 
State minimum-wage law at all. Some 350,000 retail workers are 
subject to minimum-wage rates of less than 75 cents an hour. 

Now, I would like to develop specifically the recommendations 
which we should like to make to amend the law to extend coverage 
to the retail field. And, of course, this will be dealt with in greater 
detail when President James Suffridge, of the Retail Clerks Inter- 
national Union, appears tomorrow. But I should just like to review 
with you briefly the specific recommendations we would like to make. 

The first point is extension of the basic coverage of the law in 
accordance with the recommendations I have already talked about 
in terms of the definition of interstate commerce and making the test 
the activity of the employer, not the employee. And second—and 
this is the most important recommendation, as it relates specifically 
to retail—the present virtually complete exemption of retail and 
service workers in section 13 (a) (2) and (4) should be modified so 
that all workers should be covered who are employed in firms having 
(a) 5 or more establishments, or (%) an annual volume of sales or 
services of $500,000 or more, or (c) 25 percent or more of its annual 
dollar volume of sales to customers engaged in mining, manufacturing, 
transportation, communication, or commercial business. 

These first two recommendations, (a) and (6), are part, now, of 
the Lehman-Murray bills that have been introduced. Part (c) is a 
restatement of a provision which is now specifically in the law in 
connection with laundries and dry-cleaning establishments where 
it is stated in the negative, that as long as 75 percent of the business 
does not deal with customers in these areas the firm is exempt. We 
take that statement and turn it around on the positive side and 
say that the firm is covered if 25 percent or more of its business is 
with these establishments, and suggest that as a third item to be 
included with the number of branches and the dollar volume of 
business. 

_ Senator Douetas. Mr. Ruttenberg, I wonder if I might try to clar- 
ify my own mind on this subject as to precisely what you are recom- 
mending. 

Are these three standards intended as alternatives? Or are they 
intended to apply cumulatively ? 

r. Rurrenserc. Not cumulatively. They are to apply as individ- 
ual standards. That is, if firms would be covered if they meet any 
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ofthe three. Either 5 or more firms, or $500,000 gross volume, annual 
volume of sales, or doing 25 percent of their business with these 
specifically indicated industries. 

Senator Dougias. So that it would only be necessary for a firm 
or store to meet any one of these tests ¢ 

Mr. Rurrenserc. That is right, sir. 

They do not have to fulfill all 3, or 2 of the 3. 

Senator Doueéias. Do you have an estimate as to how many more 
workers would be brought under the act by this definition? 

Mr. Rurrensere. Yes, sir. Toward the end of the statement we 
have some figures based on, again, a survey of the Department of 
Labor. With the changes in the specific exemptions specified here 
plus the interstate commerce change, there would be about one-half 
of the present 20 million workers that could be brought under cover- 
age included under coverage in these specific amendments. Some 
go 652,000. They are listed by industries in the statement. 

Senator Douaias. I notice that you do not impose the interstate 
test in any degree. You have used volume of sales or number of 
establishments. But you do not require that the establishments must 
be interstate ? 

Mr. Rurrensera. Well, yes, sir. For example, take R. H. Macy’s 
in New York. They have their downtown store. They prob: car 
have 1 or 2 branches. I am not sure. But I do not think the) 
have five firms. But they certainly do an annual volume of busi- 
ness greatly in excess of $500, 000. 

Now, they are not in interstate commerce. If they were not pecu- 
liarly flocs ited in New York City where they deal with New Jerse 
and Connecticut, they probably would not be doing the volume of their 
retail sales in interstate commerce they are doing. But yet, they ought 
to be brought under coverage in the act. If they were a store in an 
internal city that does not have the tri-State area as New York does, 
they still ought to be brought under coverage. 

Senator Dovcias. W hat I was trying to get at was that the Secre- 
tary of Labor Mitchell started out last year recommending that chain 
stores, chain hotels, which operated across State lines, should be 
brought under the act. 

Later, that recommendation was withdrawn by the Solicitor of 
Labor. They said they more or less wanted us to study the matter. 
But I wanted to ask you: You don’t feel that should be the test; that 
an interstate chain of stores, or interstate hotel chain 

Mr. Rurrenverc. No, I don’t think that ought to be the test at all. 
One of the problems, and I will ask Mr. Tyson to comment on this— 
Mr. Tyson is of the legal office, the ge neral counsel, 

Senator Dovenas. A very distinguished administrator of the Fair 
Labor Standards Act. 

Mr. Rurrenserc. That is right. Why don’t you go ahead and 
comment. 

Mr. Tyson. Mr. Chairman, with the new definition of, “affecting 
commerce,” the retail establishments like Macy’s would be receiving 
goods from outside the State, and in some instances shipping goods 
outside the State and, therefore, would be covered. An the question 
here would relate to whether they would then come within these ex- 
emptions which are specified here, as Mr. Ruttenberg has said. 
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senator Dot GLAS, Of course, Wwe are all familiar W th the commerce 


clause, section 8 of article I of the Constitution, which gives to Cor 
gress the power “to regulate commerce with foreign nations and 


among the several States” and with the Indian tribes. 

But I would like to ask you: Do you think you could defend before 
the Supreme Court a case involving the power of the Congress to 
require a single retail store, making sales within a single State and 
with no outlets in other States, to comply with the provisions of 
the Fair Labor Standards Act? 

Mr. Tyson. Mr. Chairman, the same phraseology or the same legal 
test is now in the Taft-Hartley Act. And it was in the old National! 
Labor Relations Act. And the NLRB has found it necessary to have 
an enforcement policy to exclude certain automobile retail establish- 
ments, and other retail establishments where they do a certain volume 
of business. In other words, they consider them, as I understand it, 
to be under the act but they exclude them through this enforcement 
policy. 

Senator Doveras. Is the legal language of the Taft-Hartley Act 
identical to that of the Fair Labor Standards Act ¢ 

Doesn't the Taft-Hartley Act say “affecting commerce”? 

Mr. Tyson. Yes, that is what Mr. Ruttenberg is suggesting. 

Senator Dovetas. What you are suggesting is that the definition 
of “commerce” should be made the same under the Fair Labor Stand- 
ards Act as under the Taft-Hartley Act or under the Wagner Act. 

Mr. Tyson. The language is not identical, but it is very similar. In 
1949 the Labor Department submitted a memorandum on that whole 
subject of the extent of that phraseology that Mr. Ruttenberg 1s 
suggesting. That is of record in the hearings on H. R. 2033, volume 
I, at page 121, which goes into the whole subect of how far that would 
go, how far that clause would go in extending coverage: and it sets 
forth all of the cases in which the Supreme Court has held that firms 
would be subject to the interstate commerce provisions of that clause, 
as intended in the Fair Labor Standards Act. 

Senator Doveras. I suppose what you are arguing is that since 
the Supreme Court held in 1937 that the Wagner Act was constitu- 
tional, that it would simply hold that a definition of the Fair Labor 
Standards Act, which was identical with that of the Wagner Act 
would always be held constitutional in the fixation of wages per hour. 

Mr. Tyson. I don’t think there is any question about it in view 
of the case law precedent that is set forth in this memorandum, as to 
the number of cases that have been decided by the Supreme Court. 
I don’t think there is any question but what it would be constitutional. 

Senator Doveras. Mr. Tyson, I am informed that the 1949 hearings 
are out of print. I wondered if you would resubmit for the record 
of these hearings, the analysis, which you as Federal Administrator, 
I believe, submitted at that time. 

Mr. Tyson. I would be pleased to. However, I would be pleased 
also just to lend this volume to the counsel for the committee. 

Senator Dove.as. If you will give it to the reporter, it will be made 
a part of the record. 

(Excerpt from the 1949 hearings is as follows :) 
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DEPARTMENT OF LABOR, 
OFFICE OF THE SOLICITOR, 


Washington, D. C. February 10, 1949. 
Memorandum. ‘ 


To: The Secretary. 

From: William S. Tyson, Solicitor. 

Subject: Scope of section 3 (n), House committee print of January 20, 1949, 
in defining “activity affecting commerce.” 

The purpose of this memorandum is to indicate the contours of the increased 
coverage of the Fair Labor Standards Act which would result from the en- 
actment of the definition of “activity affecting commerce” contained in section 
3 (n) of the House committee print of January 20, 1949. 

The major purpose of this section is to extend the benefits of the Fair Labor 
Standards Act to all employees within the reach of the commerce power of 
Congress exercised to its fullest constitutional extent,’ with the exception of 
those employees for whom specific exemptions are provided because of the local 
nature of their activities or because of special circumstances peculiar to their 
employment. Further purposes are to clarify the coverage of the act in situa- 
tions where uncertainty now exists and to eliminate the existing inequities 
arising from uneven coverage within the same enterprise or between competing 
enterprises. To these ends the definition in section 3 (n) of the committee print 
expresses a concept of coverage similar to that adopted in the National Labor 
Relations Act. 

The Supreme Court has stated that the present scope of the Fair Labor Stand- 
ards Act of 1988 “is not coextensive with the limits of the power of Congress 
over commerce,” 2 and that its coverage is not as broad as that of the National 
Labor Relations Act.* This bill remedies that deficiency. An important fea- 
ture of the proposed coverage provided for in section 3 (n) of the House com- 
mittee print is that all employees employed in or connected with an enterprise 
where the employer is engaged in any activity affecting commerce would be 
covered. Thus, one of the important effects of the amendment would be to 
treat all employees in an enterprise affecting commerce equally, instead of ap- 
plying the benefits of the law to some and not to others, depending upon whether 
or not they were individually engaged in commerce or in producing goods for 
commerce. 

As indicated above, the adoption of the definition of “activity affecting com- 
merce” in section 3 (n) has the advantage of following well-established pre- 
cedents provided by the National Labor Relations Act and other statutes, and 
does not attempt (except by specific exemptions) to draw any line short of the 
full extent of the commerce power as construed in a long line of court de- 
cisions. Thus, employers and the court, in applying the new language to the 
facts of particular cases, will have these precedents to guide them. I believe, 
therefore, that employers and employees in most cases will know where they 
stand under this definition. Moreover, the granting of rulemaking authority 
to the Secretary under section 4 (c) will provide the necessary machinery 
to give more certainty in borderline cases where certainty is needed. 

It is my opinion, based on a consideration of the decisions of the courts 
under the National Labor Relations Act and other statutes worded similarly 
to the House committee print in respect of commerce coverage, that the act 


would apply generally to all employees not specifically exempt in the following 
types of situations: 


1In sustaining the constitutionality of the Fair Labor Standards Act of 1938 the 
Supreme Court, in U. S. v. Darby Lumber Co. (312 U. S. 100), made the following state- 
ment concerning the scope of the commerce power of Congress: ‘“‘The power of Congress 
over interstate commerce is not confined to the regulation of commerce among the States. 
It extends to those activities intrastate which so affect interstate commerce or the exercise 
of the power of Congress over it as to make regulation of them appropriate means to the 
attainment of a legitimate end, the exercise of the granted power of Congress to regulate 
interstate commerce.” (See also N. L. R. B. v. Jones & Laughlin Steel Corp (301 U. 8.1), 
where the Supreme Court used similar language in sustaining the constitutionality of the 
National Labor Relations Act: and U. S. v. Wrightwood Dairy Co. (315 U. S. 110), where 
the Supreme Court sustained the authority of the Secretary of Agriculture to regulate the 
price and marketing of milk produced and sold intrastate which competed with the sale of 
milk moving from another State into that State.) 

2 Kirschbaum vy. Walling (316 U. S. 517). To the same effect see Walling v. Jacksonville 
Paper Co. (317 U. S. 564), and McLeod y. Threlkeld (319 U. S. 491). 


8 Higgins v. Carr Bros. Co. (317 U. S. 572), Walling v. Jacksonville Paper Co., supra. 
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1. Business purchasing supplies, materials, equipment, or goods from other 
States.* ; 

». Businesses selling goods outside the States in which they are located. 
of the State and locally). : ' ; . 

3. Businesses producing goods for shipment outside the States in which they 
are located.° ; 

4. Businesses providing interstate transportation or communication services 
or facilities.’ 

5. Businesses providing goods or services within a State to another firm which 
is covered under 1, 2, 3, or 4 above." 


‘Wilson & Co., Inc. vy. National Labor Relations Board (124 F. (2d) 433, C. C. A. 7, 
1941) (meat-packing company selling locally meat products obtained from other States) ; 
National Labor Relations Board y. Tez-O-Kan Flour Mills Co. (122 F. (2d) 488, C. ©. A, 5, 
1941) (flour mills obtaining grain from out of State) ; National Labor Relations Board vy. 
Poultrymen’s Service Corp. (138 F. (2d) 204, C. C. A. 3, 1943) (feed mills obtaining raw 
materials from other States) ; National Labor Relations Board vy. McGough Bakeries Corp. 
(153 F. (2d) 420, C. C, A. 5, 1946) ; National Labor Relations Board y, Van De Kamp's 
Holland-Dutch Bakers, Inc. (152 F. (2d) 818, C. C. A. 9, 1946) (bakeries which import raw 
materials into State ‘‘affect commerce” although none of products are sent out of the 
State) ; National Labor Relations Board y. Suburban Lumber Co. (121 F. (2d) 829, C. C. 
A. 3, 1941) (retail lumber dealer obtaining materials and equipment from out of State 
sources). 

5 Polish National Alliance v. National Labor Relations Board (322 U. 8S. 643 (1944)) 
(fraternal benefit society engaged in insurance activities among several States) ; Williams 
Motor Co. v. National Labor Relations Board (128 F. (2d) ¥60, C. C. A. 8, 1942) (auto 
mobile dealer making substantial sales to subdealers in other States); National Labor 
Relations Board vy. M. E. Blatt Co. (143 F. (2d) 268, C. C. A. 3, 1944); J. L. Brandeis & 
Sons v. National Labor Relations Board (142 F. (2d) 977, C. C. A. 8, 1944) ; National 
Labor Relations Board v. May Department Stores Co. (146 F. (2d) 66, C. A. A. 8, 1944) 
(department store operations “affect commerce” in view of purchases of merchandise from 
and sales to points outside of State); Joseph T. Ryerson & Son, Inc. (65 NLRB Y2l 
(1946)) (steel products distributing company buying and selling steel products both out 

® National Labor Relations Board v. Jones & Laughlin Steel Corp (301 U. 8. 38) (com- 
pany manufacturing steel products which were shipped outside the State); Santa Cruz 
Fruit Packing Co. Vv. National Labor Relations Board (303 U. 8. 453) (cannery producing 
canned fruits and vegetables for shipment to other States); National Labor Relations 
Board vy. Fainblatt (306 U. 8S. 601) (dress contractor finishing garments which were de- 
livered to another State by the owner who took title at the factory prior to such ship- 
ments). 

7 National Labor Relations Board v. Gluch Brewing Co. (114 F. (2d) 847, C. C. A. 8, 
1944) (trucking company engaged in hauling freight to and from railroads transporting 
such goods in interstate commerce) ; Associated Press v. National Labor Relations Board 
(301 U. 8S. 103) (news-gathering agency held to be engaged in interstate commerce) ; 
National Labor Relations Board v. Times-Picayune Co, (130 F. (2d) 257, C. C. A. 5, 1942) 
(newspaper publishing company receiving and publishing news, advertisements, and articles 
coming from outside the State) ; National Labor Relations Board vy. Pacific Gas & Electric 
Co. (118 F. (2d) 780, C. C. A. 9, 1941) (a radio station is an instrumentality of commerce 
so power company supplying electricity to it ‘“‘affects commerce’); National Labor Rela 
tions Board v. J. G. Boswell Co. (136 F. (2d) 585, C. C. A. 1943) (local telephone ex- 
change which was integral part of national system). 

§The following businesses operating locally have been held, among others, to be within 
the jurisdiction of the National Labor Relations Board on the ground that they render 
services to firms or individuals engaged in business affecting commerce: Consolidated 
Edison Co. of N. Y. v. National Labor Relations Board (305 U. 8S. 197) (power and light 
to firms engaged in commerce or in businesses affecting commerce) ; National Labor Rela- 
tions Board v. W. H. Kistler Stationery Co. (122 F. (2d) 989, C. C. A. 10, 1941) (sales 
of stationery to firms engaged in commerce) ; Western Union Telegraph Co. (27 N. L. BR. B. 
150 (1940)) (cafeteria for Western Union employees); Henry Ford Trade School (58 
N. L. R. B. 1535 (1944)) (trade school engaged, inter alia, in the manufacture and repair 
of tools for companies engaged in business affecting commerce): Butler Bros, and Alew 
Wasilef (41 N. L. R. B. 843 (1942) (service employees in office building whose tenants 
are engaged in interstate commerce) ; Bankers Trust Company (56 N. L. R. B. 1071 
(1944)) (safe-deposit services to customers engaged in interstate commerce). Cf. cases 
holding that firms engaged in occupations necessary to production or in a local aspect of 
the productive process affect commerce. National Labor Relations Board vy. Bradford 
Dyeing Asan. (310 U. S. 318) (dyeing cloth in commerce) ; National Labor Relations 
Board vy. Crystal Spring F. Co. (116 F. (2d) 669, C. C. A. 1, 1941); Burlington Dycing 
& F. Co. v. National Labor Relations Board (104 F. (2d) 736, C. C. A. 4, 1939) (finishing 
cloth for interstate producer) ; National Labor Relations Board vy. Dan Deusen (138 F. 
(2d) 893, C. C. A. 2, 1943) (garment contractor working on goods for interstate producer). 
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6. Businesses engaged in activities competing with activities of other firms in 
interstate Commerce.” 

The foregoing may not cover every conceivable situation within the scope of 
the proposed new definition but I believe it indicates fairly well what is the 
intended effect of the new language. Many of the employees in the above-named 
categories are now covered. As example of the new categories of employees 
that would be covered under the proposed new language of section 3 (n) if 
enacted into law, I believe that employees in the following groups who may not 
now be covered by the Fair Labor Standards Act” would generally be covered : 

(a) Employees of wholesalers who are engaged in handling, shipping, and 
delivering within the State goods which were received from another State but 
which came to rest at their employer's warehouse. 

(b) Employees engaged in the original construction of new airports, factories, 
warehouses, office buildings, loft buildings, and other buildings or structures 
which will be used in commerce or production of goods for commerce although 
they will not become an integral part of existing facilities. 

(c) Employees engaged in the construction of apartment houses, stores, and 
residences if a substantial portion of materials used come from other States. 

(¢@) Building maintenance employees engaged in servicing office buildings in 
which miscellaneous activities in interstate commerce (as distinguished from 
production) are carried on. 

(e) Workers providing food, lodging, and similar facilities for employees 
engaged in interstate commerce, such as cooks on cook cars for maintenance- 
of-way employees on railroads. 

(f) Employees of large retail or service enterprises, such as chainstores and 
large department stores. 

In addition, the small percentage of employees in manufacturing, mining, 
finance, and insurance who are not now covered would be entitled to the benefits 
of the act under the proposed amendment unless specifically exempted. 

With respect to those employees who would not be covered under the act if the 
proposed section 3 (n) is adopted, and taking into account the exemption pro- 
vided in section 13 (a) for employees of retail or service establishments, it is 
my opinion that the wage and hour, and child-labor provisions would not reach 
self-employed, domestic help in private homes, Federal, State, and local gov- 
ernment employees, and the great bulk of employees employed in the typical 
local retail store or service establishment, such as the grocery, drugstore, tavern, 
hardware store, barber shop, beauty parlor, shoe-repair shop, restaurant, etc. 

Moreover, there are additional exemptions provided for other local industries 
such as local motorbus and trolley lines, and taxicab companies, and for employees 
engaged in agriculture. 

I am advised that a substantial number of additional employees will be covered 
by the wage-and-hour provisions of the act if section 3 (n) of the bill is adopted. 
These employees often work side by side with other employees who are now 
receiving the benefits of the minimum wage and overtime provisions of the law. 
For example, many building-maintenance workers employed in office buildings 
in large cities are today outside the protection of this act while similar employees 
employed in loft buildings are covered. Similarly, employees of wholesalers 
receiving goods from another State are covered, whereas employees who handle 
those goods after they have come to rest in the warehouse and deliver them to 
retail stores within the State are now outside the coverage of the law. Also 


® National Labor Relations Board vy. Planters Mfg. Co. (105 F. (2d) 750, 753, C. C. A. 4, 
1939) (holding that where “respondent competes in its sales in Virginia with manufac- 
turers of similar containers whose plants are located in other States,’’ then “the act is 
applicable to the respondent and the employees here involved”); see also National Labor 
Relations Board vy. National Motor Bearing Co. (105 F. (2d) 652. C. C. A. 9); fifth annual 
report of National Labor Relations Board, p. 883: Wichard vy. Filburn (317 U. S. 111, 128) 
(holding that Federal Government may place quota control on wheat produced for local 
consumption since “home-consumed wheat would have a substantial influence on price and 
market conditions” and “home-grown wheat in this sense competes with wheat in com- 
merce’), United States vy. Wrightwood Dairy Co., supra (holding at p. 120 that “the mar- 
keting of a local product in competition with that of a like commodity moving interstate 
may se interfere with interstate commerce or its regulation as to afford a basis for con- 
gressional regulation of the intrastate activity’) : Shreveport Rate Cases (234 U. S. 342, 
354) (holding that under general power to regulate rates on interstate carriers, Federal 
Government has power to regulate intrastate railroad rates when these result in “unjust 
discrimination”) ; Swife € Co. v. United States (196 U. S. 375) (power to restrain local 
conspiracy in restraint of trade affecting competing interstate trade). 

10 Under the present act, certain employees in the listed groups would be covered where 


their individual activities constitute interstate commerce or the production of goods for 
interstate commerce. 
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most employees of a construction contractor engaged in building an entirely new 
factory during a given period are not covered by the law, whereas they come 
under the coverage of the act when they are engaged during another period in 
extending, reconstructing, or repairing an existing factory. 

In summary, the House committee print seems to proceed on the theory that 
legislation regulating wages and hours of employment and striking at child-lal 
evils should, in order to avoid competitive inequalities, utilize the plenary power 
of Congress over commerce to its fullest extent so that, generally speaking 
all employers would be required to comply with the standards prescribed by 
Congress unless a specific exemption has been provided for the activity or 
enterprise. 

Senator Doveras. Will you continue, Mr. Ruttenberg. 

Mr. Rurrenserc. I won't take up too much more time of the com- 
mittee. But then after dealing with the specific retail and service 
trades, we have a section which deals with laundry and dry-cleaning 
establishments. Not more than 57,000 of the 580,000 employees in 
laundry and dry-cleaning establishments, principally those in firms 
providing laundry service for commercial and industrial customers, 
are presently covered by the Fair Labor Standards Act. The wages 
of the workers in these industries are, as everybody knows, among the 
lowest inthe entire economy. And there are specific figures that show 
the wages that exist in Birmingham, Nashville, Memphis, and around 
the country, as well as the specific minimum-wage provisions in cer 
tain States such as Minnesota, Illinois, and Arkansas, dealing with this 
industry. But as is pointed out here and will be dealt with in gre ater 
detail in the statement submitted by the Amalgamated Clothing Wor! 

ers of America, it is very clear that workers in laundry and dry- 
cleaning industries receive virtually no protection from the State 
minimum wage law. 

We therefore suggest that by removing the exemption from large- 
scale and chain laundry, cleaning, and dyeing establishments, that 
is firms having 5 or more establishments and/or annual business of at 
least $500,000, the act’s coverage would be extended to approximately 
160,000 additional employees so that 217,000, or slightly more than a 
third of the workers in these industries, would be covered. Indeed 
it might be feasible annd desirable to provide even a greater extension 
of coverage than the above formula would make possible. Specifi 
cally we then recommend the same provisions that we have made for 
retail trade and services. It is item (c) of the (a), (>), (¢)—that 25 
percent or more of the annual dollar volume of sales of customers 
engaged in mining, transportation, et cetera, that would affect in the 
main the laundry and dry-cleaning and dyeing industry. 

The next section deals with hotels. And the w: ages of hotel workers 
are certainly notoriously low. The BLS has made a survey of the 
wages in this industry which I have summarized in my statement. 
And we suggest that specific amendments already referred to, if ap 
plied to the hotel industry, would bring under coverage some 230,000 
employees, or roughly about half of the hotel workers in the United 
States. 

Senator Doveias. Do you know if the BLS survey included tips? 

Mr. Rutrenserc. I think not. But maybe Bert Seidman, who is 
with me, would know specifically. 

Mr. Setwman. I believe that it did not. But some of the particular 
groups that received the lowest wages, as indicated here, are workers 


pist would receive no tips at all—pantry women, dishwashers, and so 
orth. 
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Senator Dovucias. Yes. 

Mr. Serpman. Some of the other groups we have not mentioned such 
as elevator operators, and so forth. 

Senator Doverias. Would you look this up and supply this informa- 
tion for the record on this question ? 

Mr. Rurrenserc. Yes. 

(The information supplied is as follows :) 


CT ae ea 


AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington, D. C., May 9, 1956. 
Hon. PAut H. Dovetas, 
Chairman, Subcommittee on Labor, 
Senate Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D. C. 


Dear SENATOR Dovetas: When I appeared before your subcommittee yester- 
day, you asked me whether some figures I cited on wages in the hotel industry 
included tips. 

These figures were based on a survey made by the Bureau of Labor Statistics 
in mid-1955 which is summarized in the Monthly Labor Review for January 1956 
in an article on pages 48-51. A footnote indicates that tips and the value of 
room and board, provided to some hotel workers, were excluded. 

However, as I indicated in my comments yesterday, the survey revealed very 
low wages for workers who would ordinarily receive no income other than their 
waces. 

Sincerely yours, 
STantey H. Rurrenrerc, Director. 

Senator Lenman. Isn’t it a fact that in some places the hotel work- 
ers have substantially no protection at all since the National Labor Re- 
lations Board has refused to take jurisdiction over them? And the 
State laws do not provide for any machinery for these complaints? 

Mr. Rurrenserc. Yes. 

Senator Lenman. That exists in other States, too, doesn’t it? 

Mr. Rutrenpere. Yes, sir, it does. 

The next section, Mr. Chairman, deals with wholesale trade. And 
there again about 10 percent of the Nation’s two and a half million 
wholesale workers are exempt from coverage under the Fair Labor 
Standards Act, mainly because of the restricted definition of “inter- 
state commerce” in the present act. In most wholesale establishments 
only part of the employees are protected. And there the BLS survey 
covering wholesale trade found that the average hourly earnings for 
materials-handling laborers in Atlanta were $1 an hour; for one cate- 
gory of truckdrivers, only $1.07; and, in Baltimore, janitors in whole- 
sale establishments average about $1.08. 

Since the averages in these categories were at or above the statutory 
minimum, it is obvious that many workers were actually receiving less 
than the dollar minimum. 

A change in the definition of interstate commerce previously dis- 
cussed would extend fair labor standards coverage to virtually all 
the nearly quarter of a million workers in wholesale trade that are now 
exempt. 

Then the statement continues with a discussion of the problem of 
processing of farm commodities, employees employed in this area, and 
a specific recommendation. 

It indicates, for example, that according to a Labor Department 
survey approximately 230,000 workers engaged in handling and proc- 
essing farm commodities are completely exempt from all the act’s 
protection, because they are employed in the area of farm production. 
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The Department estimates that about one-sixth of these workers re- 
ceive less than 75 cents an hour and two-thirds are paid less than a 
dollar an hour. 

Senator Doveras. I wondered if Mr. Tyson would be willing to sub- 
mit for the record a clear and concise definition of the term “area of 
production.” 

Mr. Tyson. Mr. Chairman, I would be very pleased to, except for 
the fact that Congress itself has struggled with that for years. And 
I don’t think that I could do much better than Congress has done on 
that. 

Senator Dovetas. So, the Chair must confess that he is completely 
mystified by the various definitions which have been given to this 
term. Whoever is guilty of perpetrating that phrase upon the Amer- 
ican public committed a drafting abortion. 

Mr. Tyson. I would agree with you, Mr. Chairman. 

Mr. Rutrenserc. May we throw a little light on the area-of-pro- 
duction department: Sol Barkin, who is director of research of the 
Textile Workers Union of America, is going to appear and present a 
statement dealing specifically with the problem. I hope it throws a 
little light upon the very, very complicated problem. 

Specifically, we make the following recommendation: In order to 
extend full protection of the law to workers in processing of agricul- 
tural products, all present exemptions applying to them should be 
repealed. This would assure minimum wage and overtime protection 
to nearly 900,000 workers completely or partially exempt from the 
Fair Labor Standards Act’s protection. 

Then the statement deals with workers in agricultural industries. 
And there we are suggesting specifically that only those workers in 
the very large farms be brought under protection of the act. And 
here, using figures in 1950 that have been developed by the Depart- 
ment of Agriculture, it shows that there were some 5.2 million farms 
in the United States, of which 314 million sold less than 15 percent 
of the total marketable products. In addition, there were about 114 
million family farms, most of which were operated by the farmer or 
a member of his family, and they accounted for an additional 60 
percent. However, at the other end of the scale, there were some 
70,000 large farms that have 5,000 or more acres in the West and a 
thousand or more acres of land in the rest of the country which cover 
one-third of the land in the United States and two-thirds of the land 
in the Western States. These farms are getting bigger and fewer. 
They produce one-fourth of the farm products sold on the market and 
employ the bulk of the Nation’s farmworkers. 

These are figures based on a 1950 survey, I understand there is a 
1954 preliminary survey about to be published. And this shows an 
even rae concentration of farm production and sales among the 
very large farms. 

Agricultural workers are completely denied the protection of the 
Fair Labor Standards Act. We suggest that in order to extend the 
Fair Labor Standards Act protection to a million and a half farm- 
workers employed on the large farms, that section 13 (a) (6) should 
be amended to extend coverage to any employee employed in agri- 
culture during any calendar quarter by a farm enterprise which used 
300 or more man-days of hired farm labor during each of the pre- 
ceding 4 quarters, other than labor performed by members of the 
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family of a farmer-operated farm. Testimony will be presented in 
greater detail on this subject by Mr. H. L. Mitchell, who is president 
of the National Agricultural Workers Union. 

Then, there is a brief discussion of both fish processing and logging, 
with specific recommendations dealing with those two areas. And we 
also mention the telephone industry problem. We make a very gen- 
eral suggestion here. It will be Sahin ‘ated on in greater detail by 
President Joe Beirne of the Communications Workers of America. 

Now, before I go on to my conclusions, Mr. Tyson wants to add a 
word. 

Mr. Tyson. Mr. Chairman, I merely wish to interpose the comment 
that with respect, to agricultural workers, the Congress has passed 
legislation which gives Mexican immigrant workers the prevailing 
minimum wage, whereas American agricultural workers have no such 
guaranty. And we think that should be called to the attention of 
the Congress. 

Senator Dovetas. Do you suggest, then, a provision which would 
merely require all workers, agricultural workers, to be paid the pre- 
vailing minimum ? 

Mr. Tyson. Well, the suggestion made by Mr. Ruttenberg is the 
official position here, as I understand it. We would exclude the small 
farmer-operated farm and only cover the one which comes within this 
definition. 

Senator Dovueias. Then, you are suggesting that we should not 
have a statutory minimum, but should be pi aid the prevailing wage? 

Mr. Tyson. No. I am not suggesting that. I am merely -alling 
to the attention of the committee that that does exist now. 

Senator Douetas. As a matter of fact, in the fixation of minimum 
wages, the early days in Victoria, Australia, and in most of the 
American States where the wages were fixed by wage boards, they 
nade the prevailing wage the minimum, thus bringing the low-paid 
workers up to the standard of the average worker. 

Mr. Tyson. Yes. There are some 300,000 of those Mexican immi- 
grant workers that are brought in every year and are required by law 
to be paid the prevailing wage, whereas there is no requirement with 
respect to any agricultural labor—American agricultural labor. 

Mr. Rurrenserc. There certainly should, Mr. Chairman, be a statu- 
tory minimum provided. » 

Senator Doveias. Do you have any figures on the wages paid to 
Mexican laborers under these provisions ? 

Mr. Tyson. I think the Labor Department has that. 

Senator Dovetas. I see the representative and unofficial scout of 
the Labor Department here. May I ask the Labor Department to 
furnish statistics on the wages which they believe should be paid to 
Mexican farm laborers in different sections of the country ? 

Mr. McDermorr. My name is Albert McDermott. And I will be 
glad to transmit your request, Mr. Chairman. 

Senator Dovenas. Will the secretary of the committee follow that 
up with an official letter. 

(The information referred to appears at the end of Mr. Ruttenberg’s 
testimony, p. 50.) 

Mr. Rurrenserc. Mr. Chairman, might I just conclude by referring 
to the table which we have already made some reference to earlier 
in the testimony, that if the specific suggestions made in this testi- 
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mony were completely enacted into law, it would bring under coverage 
an additional roughly 914 million workers. We certainly ask the 
Congress to give careful and sympathetic consideration to the pro 
posals we have made for the extension of coverage of the Fair Labor 
Standards Act. We urge that the changes we have recommended be 
enacted during the present session of Congress. 

Then, you might notice, Mr. Chairman, appendix 1 that is attached 
to the statement and that just picks out of the longer document the 
specific recommendations which we make for amendments to the act, 

Thank you very much. 

Sentor Dovenas. Thank you. 

Senator Allott, do you have any questions ¢ 

Senator ALvorr. No, I don’t think so. 

Senator Doueias. Thank you, Mr. Ruttenberg. 

(The prepared statement of Mr. Ruttenberg follows :) 
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My name is Stanley H. Ruttenberg. I am director of research of the American 
Federation of Labor and Congress of Industrial Organizations. I am also chai) 
man of the committee on fair labor standards of the AFL-C10O, which is concerned 
with some of the technical problems involved in minimum-wage legislation, 

It is my purpose here today to convey to the members of this committee the 
specific recommendations of the AFL-CIO for amendments to the Fair Labor 
Standards Act for the purpose of extending the coverage of the act to workers 
now denied its protection. 

The exemptions written into the FLSA not only represent the height of in 
justice, but they constitute such a complicated hodgepodge that often even 
the experts cannot draw an accurate line between exempt and covered workers 

In fact, interpretation of the exemptions is so difficult that the Labor De 
partment is unable to determine with even minimum statistical accuracy 
whether the proportion of covered workers has increased, decreased, or remained 
the same since the FLSA was first enacted in 1938. Available figures would seein 
to indicate that there has probably been some falling off in the proportion of 
covered workers, but nobody knows just how sizable this decrease has been. 

The most recent official estimate of coverage of the FLSA was made by the 
Department of Labor for September 1953. At that time the Labor Department 
found that of 45 million workers who could be covered by the act, some 20 million 
or 45 percent, were excluded from coverage.’ 

Appendix table 1 shows the most recent Labor Department estimate of cover- 
age and noncoverage for various industries under the FLSA. It will be seen that 
the 20 million wage and salary workers not covered by the act are in 2 separate 
categories. 

About 1314 million workers are denied the act’s protection because under 
the narrow interpretation of “interstate commerce” in the FLSA, they are con- 
sidered to be “not directly engaged in interstate commerce or in the production 
of goods for commerce” and therefore not covered. 

In addition, 64%4 million workers are engaged in occupations which meet the 
FLSA definition of “interstate commerce,” but are denied the act’s protection 
because they are included in the following specifically exempted groups: 


































a ais ects och enidineaades 3, 032, 000 

= Employed by exempt retail trade or retail service establishments_____ 1, 360, 000 

a rs in stint anibandm ates 1, 203, 000 
Engaged in handling or processing agricultural commodities in the 

a ass tran elen os Siem ertibned i hhdiipaneediem 233, 000 

Employed in laundries or cleaning an dyeing plants___.____________ 132, 000 

ss hire ec icgs me nde aeicidtiomeces 117, 000 








1 Proprietors, self-employed persons and unpaid family labor totaling approximately 12 
million persons, 6 million government employees, and 4 million executive, administrative, 
and professional employees are excluded. Personnel of the Armed Forces are also excluded, 
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Employed in small logging operations having 12 or fewer logging 
SI hick act tealdnctianieenscerrdn~dstinininemininmes 


Engaged in fishing or in canning, processing, or distributing fishery 


I ii ic iahi ice tetginlieneleh bdchegphdeetieediah nsandaiined tatanaeapeiatetnasaserapiineeenanalieiotignt 61, 000 
Switchboard operators of small telephone exchanges__.___.-._----- 43, 000 
Employed by small newspaper concerns._.-.-...----.--------.-.--- 32, 000 
Employed by local transit companies.._...........-......----.----- 32, 000 
Employed in a local retailing capacity by manufacturers or whole- 

ec atcipelindionh bioaoomasehunneenqonncegnda ceed aeiaetecantak 10, 000 
Taxicab operators.__.....--- a i a oD es 4, 000 


Table 1 shows that of the 20 million workers who are not protected by the act, 
approximately one-third are in retail trade. Another third are about equally 
divided between service occupations and the agriculture, forestry, and fishing 


group. The remaining third are employed in a wide variety of industries and 
occupations. 





NINETEEN 





HUNDRED AND FORTY-NINE AMENDMENTS AFFECTING COVERAGE 


When the act was amended in 1949, a large number of workers previously 
covered were removed from the protection of the law. This was accomplished 
in two ways: 

1. The basic scope of the act was narrowed by the insertion of a more re- 
stricted definition of “interstate commerce” in the act. 

The Fair Labor Standards Act both as originally enacted in 1988 and as 
amended in 1949 covers employees who are “engaged in commerce or in the pro- 
duction of goods for commerce” (secs. 6 (a) and 7 (a)). However, the defi- 
nition of “production” was narrowed in the 1949 amendments. In the original 
act, “production” was defined to include not only production of goods itself, but 
also “any process or occupation necessary to the production thereof” (sec. 
3 (j)). In the 1949 amendments, the definition of “production” was changed so 
as to include only production of goods and “any closely related process or occu- 
pation directly essential to the production thereof” (sec. 3 (j) ). 

2. A large number of workers were removed from the act’s protection by the 
introduction of 6 new specific exemptions and enlarging of 4 exemptions whi¢h 
were already in the law. In fact, only one exemption was curtailed in 1949, 
As a result of amendments with regard to specific exemptions, workers in all 
or part of the following industries lost the act’s protection in 1949: retail and 
service, laundry and dry cleaning, irrigation, newspaper, telephone, taxicab, 
telegraph, and logging. 


GENERAL COVERAGE 


As originally enacted in 1938, the FLSA covered any employee “engaged in 
commerce or in the production of goods for commerce.” This formulation has 
remained unchanged, but in 1949, as previously stated, the definition of ‘“pro- 
duction of goods for commerce” was narrowed so that workers in various occu- 
pations previously covered are now exempt from the law’s protection because the 
particular processes they are engaged in are not considered to be “directly 
essential” to the production of goods for commerce. 

This represented a backward step. Moreover, the removal of these workers 
from the protection of the law is totally inconsistent with the increasing com- 
plexity of our economy which has had the effect of increasingly involving large 
sectors of our economy in the basic processes of interstate commerce themselves 
or in a type of competition which is clearly in the interstate market. 

A return to the original concept of “interstate commerce” for purposes of 
determining coverage under the law is thus certainly warranted by the economic 
facts of our present-day economy. It is also, of course, entirely justified by the 
desirability of assuring minimum-wage protection to large numbers of workers 
now exempt from the law by reason only of the narrow definition of “interstate 
commerce.” 

There is another aspect of this question which deserves careful consideration. 
Under the FLSA, the test of coverage is the activity of the employee, not the 
business of the employer. Thus section 6 provides that every employer “shall 
pay to each of his employees who is engaged in commerce or in the production 
of goods for commerce” the statutory minimum wage. 

We can see no reason for basing coverage on what happens to be the particular 
activity of a particular employee at a given time. Regardless of the employee's 
particular assignment of the moment, the test should be not whether he is engaged 





































































































































BE -tictagtone MOLT 





gS 


Rhee 











ie = 




































































AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 4] 


in interstate commerce or production for interstate commerce, but the extent to 
which the business of his employer is related to interstate commerce. 

This is the test in other legislation. For example, under the Taft-Hartley Act, 
coverage extends to any “industry affecting commerce.” The act defines an in 
dustry affecting commerce as “any industry or activity in commerce or in which 
a labor dispute would burden or obstruct commerce or tend to burden or obstruct 
commerce or the free flow of commerce” (secs. 2 (7) and 501 (1)). 

The present formula in the FLSA under which basic coverage is determined 
by the activities of each individual employee produces considerable confusion 
and injustice. Frequently 2 employees may work side by side for the same 
employer and yet 1 employee will be covered while the other will be denied the 
benefits of the act. In other cases, 1 employer may have all of his employees 
covered while a competitor across the street may be covered for only 1 or 2 
employees. 

This can be illustrated by considering two wholesale grocers located in the 
same city., If one wholesale grocer sells part of his goods to retail establish- 
ments located in a neighboring State, all of his employees are likely to be 
covered. On the other hand, if the other wholesaler sells exclusively for local 
distribution, only those of his employees will be covered who are actually en- 
gaged in activities relating to the ordering of goods from other States or to 
unloading or handling of goods moving from outside of the State. However, 
other employees engaged in warehousing activities or in shipping goods to cus- 
tomers in the same State would ordinarily not be covered. 

This is just one example of the many injustices and incongruities which can 
be attributed to the unrealistic standards for determining the general scope 
of the law now in effect. If the act is to give adequate protection to large 
numbers of workers employed in firms which truly “affect interstate commerce,” 
its general coverage must be broadened. 

In a moment, I will state our recommendations for changes in some of the 
specific exemptions now included in the law. We wish to emphasize, however, 
that removal or modification of specific exemptions without extension of the 
basic coverage of the law would still deny FLSA protection to large numbers 
of workers who should and can be covered. It is therefore essential that the 
basie coverage of the law be extended to all employees of all firms engaged in 
activities “affecting commerce.” 

Recommendation.—With respect to the basic coverage of the act, the AFL-CIO 
makes the following recommendations: 

1. Section 3 (j) of the act should be amended so that the term “produced” 
refers not simply to the production of goods itself, but also to any process or 
occupation necessary to the production thereof, instead of, as at present, any 
closely related process or occupation directly essential to the production thereof. 

2. Sections 6 (a) and 7 (a) should be amended to extend minimum wage and 
maximum hour coverage to each employee engaged in commerce or in the pro- 
duction of goods for commerce, as well as to each employee employed in or 
about or in connection with any enterprise which is engaged in any activity 
affecting commerce. Activities affecting commerce should be so defined as to 
include any activity necessary to commerce or competing with any activity in 
commerce, or where the payment of wages at rates below the statutory minimum 
would burden or obstruct or tend to burden or obstruct commerce or the free 
flow of commerce. 


SPECIFIC EXEMPTIONS 
Retail trade and service 


The 9 million workers in all types of retail trade and service enterprises con- 
prise about one-fifth of all wage and salary workers. Of the nearly 7 million 
workers in retail trade, only some 230,000 employed in mail-order houses and in 
central offices and warehouses of chain stores are covered under the FLSA. In 
addition, most of the 2 million workers in retail service firms are also exempt. 

The original FLSA as enacted in 1938 exempted any employee in any retail 
or service establishment, the greater part of whose selling or servicing is in 
intrastate commerce, that is, within a single State. The original act contained 
no definition of “retail.” 

For fear that some retail workers might be considered by the Wage and Hour 
Administrator to be covered, the retail industry secured enactment of a provi- 
sion in the law (see. 13 (a) (2)) when it was amended in 1949 which defined 
“retail” by a complicated formula to exclude virtually all retail workers. 
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Under this provision, a retail establishment is exempt from coverage if more 
than 75 percent of its sales are recognized as retail sales or services in the indus- 
try and are not for resale, and at least 50 percent of its sales are made within 
the State in which the establishment is located. In addition, a separate provi- 
sion (sec. 13 (a) (4)) exempted workers in certain retail esatblishments which 
make or process goods sold on the premises such as bakeries, ice cream plants, 
etc. 

These formulas which have been used to exempt retail establishments are so 
broad that it can readily be seen why it is that nearly all retail trade and service 
firms have been exempt from coverage. 


Retail industry dominated by giant chains 


It is certainly true that the great majority of retail trade and service estab- 
lishments are small and local in character and their business is ordinarily con- 
fined to a single State. However, these small firms—the corner grocery, the 
Main Street shoeshine parlor, the neighborhood druggist, and the like—account 
for only a very small proportion of retail employment. For the most part, these 
are family enterprises with very few employees or none at all. 

Actually, the more than a million retail trade firms with less than 4 employees 
constitute 80 percent of all retail establishments, but they are responsible for 
only 15 percent of employment in the industry. On the other hand, the 3,000 
firms with 100 or more employees constitute only 0.2 percent of all retail con- 
cerns, but they have 39 percent of the employment. 

Another way of indicating the dominance of the large firms is in terms of sales 
volume. Two-thirds of the firms with gross annual sales of less than $50,000 
employ only 12 percent of workers in retail trade. At the other end of the scale, 
firms grossing $1 million or more annually constitute only 0.7 percent of all 
firms, but they account for 44 percent of the industry’s employment. 

Retail trade is not only dominated by large firms, but increasingly it is domi- 
nated by giant chain organizations, many of which operate from coast to coast. 
For example, 71 percent of variety-Store workers are employed in interstate 
variety store chains. One giant chain enterprise alone, F. W. Woolworth Co., 
has 2,021 stores employing 96,000 workers. Its employment in the United States 
and Canada constitutes about one-fourth of all variety-store employment. Wool- 
worth operates stores in each of the 48 States and the District of Columbia as 
well as in foreign countries. Other large chain variety stores include S8. 8S. 
Kresge with 681 stores employing 38,000 workers, W. T. Grant with 500 stores 
employing 23,000, and J. J. Newberry with 476 stores employing 32,000. 

The A. & P. Co. has more than 4,600 stores. In addition, it operates 35 baker- 
ies, 4 salmon canneries, 6 manufacturing plants, 3 cheese plants, 2 milk proces- 
sing plants, 9 coffee roasting plants, 1 creamery and 4 laundries. The second 
and third largest chain groceries are Safeway with 1,845 stores employing 40,000 
and Kroger with 1,664 stores employing about 30,000. Oniy a handful of the 
workers employed by these giant chain businesses and none in selling occupations 
are covered under the FLSA. 

Neither are the 25,000 employees in the 34 stores of Federated Department 
Stores, Inc., which includes such well-known department stores as Bloomingdale 
in New York, Filene’s in Boston, and Fedway Stores in Texas, New Mexico, and 
California. Also exempt from coverage are such interstate chain-store organi- 
zations as United Cigar-Whelan Stores, J. C. Penny Co., Regal Shoe Co. and 
Western Auto Supply Co. 

The large hotel chains which are taking over more and more of the Nation's 
hotel business are also exempt. Such well-known hotel chains as Hilton-Statler, 
Sheraton, Knott and Albert Pick all employ workers without any regard to 
the Federal minimum wage. 

These giant chains have won immunity from the requirement to pay the statu- 
tory minimum wage under a law which was intended to exempt only small 
neighborhood establishments—the corner grocery store, the small clothing store, 
the locally owned variety store and the like. The difference between the huge 
chains and the small local stores which attempt to compete with them is like the 
difference between day and night. 

The chain enterprises operate through centralized headquarters with central- 
ized purchasing and control. They have virtually eliminated the wholesaler. 
Their policies and procedures and operations with regard to employment, per- 
sonnel and labor relations are centrally controlled with local management merely 
carrying out the basic policies established by the central offices. 

As Secretary of Labor Mitchell stated in the hearings on FLSA amendments 
last year: 
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“These multistate enterprises are basically not local or intrastate in the most 
important characteristics including ownership, control, financing, management 
and personnel policy.” 

Low wages of retail workers 

The wages of retail workers lag far behind those of industrial workers who are 
both more highly organized and have the protection of the FLSA minimum 
wage. It is probably not generally recalled today that in 1952 the average retail 
worker had higher weekly earnings than the average factory worker. In that 
depression year, the retail worker averaged $20.71 a week as compared with only 
$17.05 for the average factory worker. 

Today, the picture is completely reversed. While the average weekly wage 
for factory workers in December 1955 was $79.71, the retail workers had earnings 
of only $58.41. Retail workers employed in general merchandise stores, however, 
were paid only $42.46 and in stores selling apparel and accessories only 345.01. 
Of course, many Workers earned even far less than these averages. 

According to Labor Department estimates in multistate retail establishments, 
which are generally the larger and higher paying ones, 5 percent of all employees 
are paid less than 75 cents an hour, 15 percent less than {0 cents, 25 percent less 
than $1 and fully 50 percent less than $1.25. Separate estimates for general 
merchandise stores, including principally department stores and variety stores, 
showed for the Nation as a whole, 10 percent under 75 cents and 40 percent 
under $1 and for the South, 35 percent under 75 cents and 65 percent under $1. 

Figures available from State surveys of retail trade confirm the low-earnings 
figures indicated by nationwide statistics. For example, a 1954 survey for 
Maine showed that 23 percent of all workers in retail trade had earnings of 
less than 75 cents an hour and 40 percent of service workers were in the same 
wage bracket. In fact, the average hourly wage for service workers was just 
at the $1 level which meant that more than 50 percent of all workers were 
earning less than $1. 

Illinois made a survey of women and minors in retail trade in April 1954 
which showed that 10 percent received less than 75 cents an hour and 25 percent 
less than ST cents per hour. Although hourly earnings varied substantially by 
type of trade, median hourly earnings ranged from 80 cents in variety stores 
to $1.12 in department and apparel stores. Even in Cook County, average 
hourly earnings in variety stores were only 92 cents. 

Since it is difficult to deny that wages of retail workers are very low, it is 
sometimes argued that even if hourly and weekly earnings of retail workers 
are low, the industry is characterized by an unusual stability of employment so 
that annual earnings of retail workers would not compare unfavorably with 
those of other workers. The figures completely contradict this argument. 

Actually, average annual earnings of full-time workers in retail trade are 
lower than for any nonagricultural group except services (See appendix, 
table 2.) Even employees in the highly seasonal low-wage manufacturing 
industries have higher yearly earnings than employees in the lower paid retail 
trade categories as the following figures for 1953 (latest published figures 
available) indicate: 


Manufacturing: 
Tobacco manufacturers ere 
Textile-mill products_______-__- eset tieiieilein cthipiectes alae. ae a 
Apparel and other finished fabric products___-__ ~~ F ; 2, 747 
Retail trade: 
Department. stores........_.......-- - eco ; 2,613 
Limited-price variety stores_._.-__-- se Sin acingiie. gna 
Dry goods stores__- sm en : 2, 166 


Indeed, retail earnings are not much higher than earnings of service workers 
when tips, room, and meals are added for many of the service workers. More- 
over, retail workers’ annual earnings have risen less since 1948 than those in 
any other nonfarm industry group. 


State minimum wage laws extremely inadequate 

Retail workers certainly cannot look to State legislation for effective mini- 
mum-wage protection. Minimum-wage laws cover retail workers in only 22 
States and the District of Columbia, and in 14 of these States the minimum wage 
applies only to women or to Women and minors. 

In Arizona, for example, the minimum wage for women employed in retail 
trade (men are not covered) is 55 cents an hour. This is by no means the lowest 
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minimum wage for retail workers. The highest wage in any State is 90 cents 
an hour in Massachusetts. The lowest is 16 cents for women in Arkansas 
which has not revised that rate since 1915. 

Actually, less than 1.6 million of the Nation’s 7 million retail employees are 
subject to any state minimum. ‘Some 350,000 retail workers are subject to 
minimum wage rates of less than 75 cents an hour. None of the 1,415,000 work- 
ers covered by minimum-wage rates of 60 cents or more an hour are located 
in the South. Yet it is precisely in the Southern States that retail wages are 
notoriously low and retail workers most desperately need decent minimum-wage 
protection. 

The fact is that the State laws have been completely inadequate. The only 
way of assuring decent minimum-wage protection to retail workers is by extend- 
ing to them the minimum-wage protection of the FLSA. There is no reason 
why FLSA protection cannot be extended to millions of retail workers who are 
now unjustly denied minimum-wage protection. 

Recommendation.—To extend FLSA protection to nearly 4 million presently 
exempt retail and service workers, we make the following recommendations: 

1. Extension of the basic coverage of the law in accordance with our recom- 
menations above. 

2. The present virtually complete exemption of retail and service workers in 
sections 13 (a) (2) and (4) should be modified so that all workers should be 
covered who are employed in firms having (a) five or more establishments; or 
(b) an annual yolume of sales or services of $500,000 or more; or (¢c) more than 
25 percent or more of its annual dollar volume of sales to customers engaged in 
a mining, manufacturing, transportation, communications, or commercial busi- 
ness. 

3. The present exemption applying to employees of certain retail establish- 
ments processing goods should be removed. 


Laundries and dry-cleaning establishments 


The original retail exemption applied to laundries and dry cleaning as well 
as te other retail establishments. However, exemption of laundry and dry- 
cleaning workers was reinforced by a 1949 amendment (sec. 13 (a) (4)) which 
specifically exempted nearly all employees of laundry and dry-cleaning estab- 
lishments. No more than about 57,000 of the 580,000 employees in laundry and 
dry-cleaning establishments, principally those in firms providing laundry service 
for industrial and commercial customers, are presently covered by the FLSA. 

The wages of workers in these industries are among the lowest in the entire 
economy. The Bureau of Labor Statistics made a survey of average hourly earn- 
ings of selected occupations of workers in power laundries and dry-cleaning 
establishments in May—July 1955 in 29 cities. Average hourly earnings (including 
male and female) were only $1.06. 

They were as low as 63 cents in Birmingham and Nashville, 66 cents in Atlanta, 
and 67 cents in Memphis. Average hourly earnings of females in Nashville were 
actually 57 cents or not even three-fifths of the minimum wage of $1. Since these 
are averages, obviously many workers were receiving hourly wages of 50 cents 
and even less. 

While it is often claimed that laundry and cleaning and dyeing workers are 
protected by the State minimum-wage orders, actually only about half of the 
States have minimum-wage orders covering laundry workers and still fewer cover 
cleaning and dyeing workers. Moreover, even in those States which have 
minimum-wage orders applying to laundry and cleaning and dyeing workers, 
they are extremely inadequate and most of them are sadly out of date. 

For example, Minnesota, Illinois, and Ohio have not revised their orders since 
the 1930’s. The laundry order in Arkansas actually dates back to 1915 and 
provides as the minimum rate $1.25 for an 8-hour day or 15.6 cents an hour. 
Even some of the advanced industrial States have not done much better. For 
example, in Illinois the rates for these workers ranges from 23 to 28 cents an 
hour; in Minnesota from 23 to 32 cents; and in Ohio the rate is 27.5 cents for 
laundry and 35 cents for cleaning and dyeing. Within the past year, New 
Mexico has promulgated a 50-cent minimum hourly rate for this industry. 

Thus it is clear that workers in the laundry and cleaning and dyeing indus- 
tries receive virtually no protection from State minimum-wage laws. 

By removing the exemption from large-scale and chain laundry and cleaning 
and dyeing establishments, that is firms having 5 or more establishments and/or 
an annual business of at least $500,000, the act’s coverage would be extended 
to approximately 160,000 additional employees so that about 217,000 or slightly 
more than one-third of the workers in these industries would be covered. In- 
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deed, it might be both feasible and desirable to provide an even greater extension 
of coverage than the above formula would make possible. 

Recommendation.—Adoption of the specific recommendations we bave made 
with regard to general coverage and retail trade and service establishments 
would extend minimum-wage protection to workers in large-scale chain and 
industrial and commercial laundry and cleaning and dyeing establishments with 
the result that about 217,000 or slightly more than one-third of the workers in 
these industries would be covered. 


Hotels 


The present retail exemption also applies to hotels. Reference has already 
been made to the big business character of a large part of the hotel industry 
which employs roughly 500,000 workers. 

Wages of hotel workers are notoriously low. The BLS made a survey of earn- 
ings of hotel service workers in 19 cities during the summer of 1955. This survey 
showed very low wages generally as well as wide regional variations for the 
same occupation. 

For example, citywide averages for chambermaids ranged from 40 cents or 
less an hour in 4 southern cities to $1.27 in San Francisco. Even in Philadelphia 
and Washington they averaged only about 80 cents an hour. The variation for 
pantry women was even greater, ranging from 39 cents an hour in Birmingham 
to $1.68 in San Francisco. Average hourly earnings for dishwashers ranged 
from 82 cents in Houston to $1.34 in San Francisco. 

The fact that hotels in some cities paid much higher wages than in others 
indicates that the large hotels paying the lowest wages could substantially raise 
them. The extremely low wages paid to a large proportion of hotel workers 
emphasizes the urgent need of hotel workers for minimum wage protection. 

Some 235,000 employees or roughly one-half of the hotel workers would gain 
minimum wage protection if coverage were extended to any hotel or inn having 
an annual volume of business of $500,000 or more. 

Recommendation.—In order to extend coverage to workers in large hotels, the 
act’s protection should be extended to any employee employed in a hotel or inn 
having an annual volume of hotel business of more than $500,000. Adoption of 
this recommendation would extend coverage to 235,000 employees or roughly 
one-half of all hotel workers. 


Wholesale trade 


About 10 percent of the Nation’s 2% million wholesale workers are exempt 
from coverage under the FLSA. Mainly because of the restricted definition of 
“interstate commerce” in the present act, in most wholesale establishments 
only part of the employees are protected. Moreover, the same employee may be 
subject to the act in one week but not in another. 

There can be no question of the interstate character of the wholesaling indus- 
try and therefore there is no reason for exclusion of wholesale workers from the 
act’s protection. Moreover, a considerable number of wholesale workers receive 
very low wages. Thus in a recent BLS survey covering wholesale trade, it was 
found that average hourly earnings for material-handling laborers in Atlanta 
were $1 an hour and for one category of truckdrivers only $1.07. In Baltimore, 
janitors in wholesale establishments averaged only $1.08. Since the averages in 
these categories were at or barely above the statutory minimum, it is obvious 
that many workers were actually receiving less than the $1 minimum wage. 

Recommendation.—The change in definition of “interstate commerce” previ- 
ously discussed would extent FLSA coverage to virtually all of the nearly quarter 
of a million workers in wholesale trade now exempt. 


Processing of farm commodities 


The exemptions applying to workers engaged in packing, canning, and other 
processing of agricultural commodities (secs. 13 (a) (10) 7 (b) (3) and 7 (e)) 
are perhaps the most complicated in the act, both in terms of determining the 
application of these exemptions and administration of them. The Labor Depart- 
ment estimates that nearly a quarter of a million workers employed in processing 
of farm commodities are exempt from minimum-wage protection. In addition, 
large numbers of workers are denied overtime pay during all or part of the year 
in so-called seasonal industries. 

Here is what the Labor Department says about the various exemptions apply- 
ing to these industries : 

“The result produced by the complex of exemptions applicable to a portion 
of the employees in the industries engaged in handling and processing agricul- 
tural commodities is unsatisfactory from the standpoint of everyone concerned. 
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The exemptions are often not understood by employers, are difficult to administer, 
and produce competitive inequities.” 

According to the Labor Department, approximately 230,000 workers engaged 
in handling and processing farm commodities are completely exempt from all 
of the act’s protections (minimum wage, maximum hour, and overtime) because 
they are employed “in the area of (farm) production.” The Department esti- 
mates that about one-sixth of these workers receive less than 75 cents an hour 
and two-thirds are paid less than $1 an hour. 

Although all sorts of arguments have been advanced for continuing the exemp- 
tions for this group of workers, in a statement submitted at last year’s congres- 
sional hearings the Labor Department said that its own hearings on the defini- 
tion of the “area of production” produced “substantial evidence that the payment 
of the 75-cent minimum occasioned no economic hardship on those establishments 
not within the exemption.” On the other hand, the continued exemption for a 
large proportion of the agricultural processing workers produces unfair compe- 
tition based on substandard wages between those employers who are exempt 
and those who are not. 

In addition to the 230,000 farm processing workers completely exempt, about 
660,000 additional workers are exempt from the overtime provisions of the act 
for all or part of the year. It is argued that the overtime exemption is neces- 
sary to permit expeditious handling of farm products in these highly seasonal 
industries. 

Just because workers in these industries have such irregular employment, the 
overtime exemptions should be abolished. Complete FLSA protection would 
assure the low-paid workers who are forced to find jobs in these seasonal indus- 
tries a more adequate income. Withdrawal of the overtime exemptions would 
also provide an incentive to employers in these industries to attempt to regu- 
larize their production to the maximum extent possible. 

Recommendations.—In order to extend full protection of the law to workers 
in processing of agricultural products, all present exemptions applying to them 
should be repealed. This would assure minimum wage and overtime protection 
to nearly 900,000 workers completely or partially exempt from FLSA protection. 


Agriculture 


Examination of the size distribution of American farms reveals how much of 
farming today is big business. In 1950 of the 5.2 million farms in the United 
States, some 3.5 million sold less than 15 percent of the total marketable farm 
products. These are the small farms. 

Then there are about 114 million family farms, most of which were operated 
entirely by the farmer and the members of his family. They accounted for an 
additional 60 percent. 

At the other end of the scale, there were only 70,000 large farms (5,000 or more 
acres in the West, 1,000 acres or more in the rest of the country) which covered 
one-third of the land in the United States and two-thirds of the land in the 
Western States. These farms are getting bigger and fewer. They produce one- 
fourth of the farm products sold on the market and employ the bulk of the 
Nation’s farmworkers. 

Agricultural workers are completely denied the protection of the FLSA (sec. 
13 (a) (6)). Yet, perhaps more than any other group, they have the greatest 
need for the act’s protection. Since they are not covered under unemployment 
insurance, they have no income to fall back on when they are out of a job. Most 
of them are employed in highly seasonal work and are without work a good part 
of the year. Because they are exempt from coverage under the Labor Realtions 
Act, they have no bargaining power and are completely at the mercy of their 
employers. All attempts of farmworkers to organize into unions have been met 
with the most violent resistance by organizations of large farm employers and 
other powerful interests such as the notorious Associated Farmers in California. 

Today a large proportion of farmworkers are employed on large scale 
mechanized corporate farms which do not bear the slightest resemblance to the 
small family farms. These big business farms have been aptly described as 
“factories in the field.” 

Workers on these mammoth farms are hired and paid in the same manner as 
factory employees and may be discharged or laid off whenever the employer 
desires. Most of them are engaged in simple repetitive operations which are 
not very different from those performed on factory assembly lines. 

There is no question that the large corporate farm enterprises can afford to 
pay the minimum wage. Various proposals have been advanced by organized 
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labor for extending the act’s protection to the workers on these large-scale 
farms. 

FLSA protection can be extended to the large proportion of the Nation's farm- 
workers who are employed on the relatively few large farms. This can be accom- 
plished with minimal effect on the small and family-sized farms which employ 
only a small proportion of farmworkers. Indeed, they would be better able to 
compete with the few large-scale farm enterprises if the latter had to pay their 
employees decent wages. 

Recommendation.—In order to extend FLSA protection to 1% million farm- 
workers employed on large farmis, section 13 (a) (6) should be amended to ex- 
tend coverage to any employee employed in agriculture, during any calendar 
quarter, by a farm enterprise which used 300 or more man-days of hired farm 
labor during each of the preceding four quarters other than labor performed by 
members of the family of a farmer-operated farm. 

Fish processing 

Under section 13 (a) (5), minimum wage coverage is denied to all fish proc- 
essing workers except those engaged in canning fish. This exemption applies to 
some 26,000 onshore fish-processing workers. 

In actual practice, plants engaged in both canning and in freezing or other 
types of processing do not discriminate among their canning and noncanning 
workers and, therefore, pay at least the minimum wage to all of their employees. 
We can see no reason why firms engaged in fish processing other than canning 
should not pay the minimum wage which some of their competitors already pay. 

Recommendation.—In order to assure FLSA protection to all fish-processing 
workers, section 18 (a) (5) should be amended to remove the exemption now 
applying to such workers. 

Logging 

Section 18 (a) (15) exempts from coverage logging establishments with 12 
or less employees. This exemption was established in 1949 ostensibly on the 
grounds that small lumbermen could not compete with large operators unless 
they had a wage advantage. In actual practice, a cutoff point in the exemption 
as between small and large employers has been more theoretical than actual. 
While the law intends that only employers of 12 or more be exempt, the large firms 
have simply subcontracted a good deal of their business to the smaller firms, there- 
by depriving workers who would ordinarily be employed by the large employers 
of minimum-wage protection. 

Recommendation.—In order to restore minimum wage protection to logging 
employees, we ask that section 18 (a) (15) be eliminated from the act. 


Telephone 


Under section 13 (a) (11), the law exempts from its protection “any switch- 
board operator employed in a public-telephone exchange which has not more than 
750 stations.” Asa result of this provision, coverage has been denied to approxi- 
niately more than 20,000 telephone operators. 

Apparently this section was inserted in the law in order to exempt from covy- 
erage genuinely small telephone companies. However, because the test used is 
the size of the exchange rather than the size of the company, large companies 
which have small exchanges have been exempt. 

Recommendation.—Minimum-wage coverage should be extended to all tele- 
phone workers except those employed in the genuinely small companies. Specific 
proposals to accomplish this objective will be submitted to the committee by 
the president of the Communication Workers of America, AFL-CIO. 


Other exempt industries 


The FLSA at present also exempts a considerable number of workers em- 
ployed in the maritime trades, small newspapers, small telegraph agencies, local 
transit and taxicab companies, as well as an estimated 1,350,000 outside sales- 
men. Many of these workers receive very low wages and are badly in need 
of the protection of the FLSA. These exemptions are not only unfair to the 
workers, but also create inequitable situations as between competing companies 
in the same industry. 

Recommendations.—In order to assure FLSA protection to various groups of 
workers in miscellaneous industries and occupations not now covered, we ask 
for elimination of sections 13 (a) (8), (9), (12), and (13) and modification 
of section 13 (a) (1) to exclude outside salesmen from the exemption. 
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CONCLUSION 


If the act were amended to broaden its coverage by the specific changes which 
we have recommended, approximately one-half of the 20 million workers now 
exempt would gain FLSA protection. The various groups of workers currently 
excluded from FLSA benefits who would be covered are roughly estimated as 
follows: 


Retailing and service (including laundry and cleaning) 
Outside salesmen 

Agriculture 

Construction 

Wholesaling 

Hotels and inns 

Agricultural processing 

Finance, insurance and real estate 
Seamen 

Small logging operations 

Mining and manufacturing 


These workers are predominately in low-wage categories and are, in fact, 
in the greatest need of the law’s protection. There is no reason why the FLSA 
should continue to discriminate against them. 

The proposals we have made for extension of coverage are moderate and 
practicable. They are basically fair and economically desirable. At the same 
time, enactment of these proposals would also ease many of the administrative 
problems which the Labor Department has had to meet in attempting to determine 
the precise limitations upon the act’s coverage. 

We ask the Congress to give careful and sympathetic consideration to the 
proposals we have made for extension of coverage of the FLSA and we urge 
that the changes we have recommended be enacted during the present session 
of Congress. 


APPENDIX I 


SUMMARY OF RECOMMENDATIONS 
General coverage 


With respect to the basic coverage of the act, the AFL-CIO makes the follow- 
ing recommendations: 

1. Section 3 (j) of the act should be amended so that the term “produced” 
refers not simply to the production of goods itself but also to “any process or 
occupation necessary to the production thereof,” instead of, as at present, “any 
closely related process or occupation directly essential to the production thereof.” 

2. Sections 6 (a) and 7 (a) should be amended to extend minimum wage and 
maximum hour coverage to each employee “engaged in commerce or in the pro- 
duction of goods for commerce,” as well as to each employee employed in or about 
or in connection with any enterprise which is engaged in any activity affecting 
commerce. Activities affecting commerce should be so defined as to include 
“any activity necessary to commerce or competing with any activity in com- 
merce, or where the payment of wages at rates below those prescribed by this 


act would burden or obstruct or tend to burden or obstruct commerce or the 
free flow of commerce.” 


Retail trade and service 


To extend FLSA protection to nearly 4 million presently exempt retail and 
service workers, we make the following recommendations : 

1. Extension of the basic coverage of the law in accordance with our recom- 
mendations above. 

2. The present complete exemption of retail and service workers should be 
modified so that all workers employed in firms having (a) 5 or more establish- 
ments; or (b) an annual volume of sales or services of $500,000 or more; or (c) 
more than 25 percent or more of its annual dollar volume of sales to customers 
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engaged in a mining, manufacturing, transportation, or communications business. 

3. The present exemption applying to employees of certain retail establish- 
ments processing goods should be removed. 

Laundries and dry-cleaning cstablishments.—The specific recommendations we 
have made with regard to general coverage and retail trade and service establish- 
ments also apply to laundry and dry-cleaning establishments. The adoption of 
our proposals would extend minimum-wage protection to large-scale chain and 
industrial and commercial laundry and cleaning and dyeing establishments with 
the result that about 217,000 or slightly more than one-third of the workers in 
these industries would be covered. 

Hotels.—In order to extend coverage to workers in large hotels, the act's pro- 
tection should be extended to any employee employed in a hotel or inn having an 
annual volume of hotel business of more than $500,000. Adoption of this recom- 
mendation would extend coverage to 235,000 employees or roughly one-half of 
all hotel workers. 

Wholesale trade.—The change in definition of “interstate commerce” previ- 
ously discussed would extend FLSA coverage to virtually all of the nearly quarter 
of a million workers in wholesaie trade now exempt. 

Processing of farm commodities.—Workers employed in processing of agri- 
cultural products are entitled to the full protection of the law. All exemptions 
applying to them should be repealed, thereby assuring nearly 900,000 workers 
of at least the minimum level of living provided by the minimum wage and 
overtime requirements of the FLSA. 

In order to extend full protection of the law to workers in processing of agri- 
cultural products, all present exemptions applying to them should be repealed. 
This would assure minimum wage and overtime protection to nearly 900,000 
workers completely or partially exempt from FLSA protection. 

Agriculture.—In order to extend FLSA protection to 1% million farm workers 
employed on large farms, coverage should be extended to any employee employed 
in agriculture, during any calendar quarter, by a farm enterprise which used 300 
or more man-days of hired farm labor during each of the preceding 4 quarters. 

Fish processing.—In order to assure FLSA protection to all fish processing 
workers, section 13 (a) (f) should be amended to remove the exemption now 
applying to such workers. 

Logging.—In order to restore minimum-wage protection to logging employees, 
we ask that section 13 (a) (15) be eliminated from the act. 

Telephone.—Minimum wage coverage should be extended to all telephone 
workers except those employed in the genuine small companies. Specific pro- 
posals to accomplish this objective will be submitted to the committee by the 
president of the Communication Workers of America, AFL-CIO. 

Other exempt industries.—In order to assure FLSA protection to various 
groups of workers in miscellaneous industries and occupations not now covered, 
we ask for elimination of sections 13 (a) (8), (9), (12) and (13) and modifica- 
tion of section 13 (a) (1) to exclude outside salesmen from the exemption. 

(Table 1 and table 2 follow:) 


TABLE 1.—Estimated distribution of wage and salary workers covered and not 
covered by FLSA, September 1953 





Exempt 
| from mini- | Employees 
mum wage |not covered 
and over- | intrastate 
time pro- | activities 


Total not 
covered 
and exempt 


Total em- 


Employees 
ployment 


Industry division covered 


Total, all industries 


Manufacturing 
Mining_. 
Construction 
Wholesale trade 
Retail trade 


Finance, insurance, and real estate _ - 


Transportation, 
utilities 
Miscellaneous industries 


communications, 


Agriculture, forestry, and fisheries__- 


Domestic service 


Source: Department of Labor. 


19, 978 | 


683 | 

21 | 
1, 951 

846 | 
6, 698 


a ; , 744 | 


and 

515 | 
3, 447 | 
3, 052 | 


vision 


6, 369 
507 
2 
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TaB_e 2.—Comparison of average annual earnings, 1948-54 


| 
Average annual earnings per full-time 


a) ee 
Industry division 


1954 Percent 
increase 


Agriculture, forestry, and fisheries. ........-- 

Mining. Sinddsinteiiepatdedmembs-aioki 
Chamirate Semmiowtietis i. sok ask Bik sk 
Manufacturing. _._....... caitlin teeta dednadatmteinhemms tcp dha ‘ 
Wholesale trade. 

Retail trade (including auto services) __ 

Finance, insurance, and real estate _ 

Transportation = aschacedelacruiadiataiiek asd aceciagiaecdid 
Communication and public li a 
Pee Plc wdelctenteviauutscne ; 


VALLES Pe 
Ibo wom 


Source: Department of Commerce. 


Unitep States DEPARTMENT oF Labor, 

OFFICE OF THE SECRETARY, 
Washington, D. C., May 21, 1956. 
Hon. Paut H. Dove as, 

United States Senate, Washington, D.C. 


Dear Senator Dovetas: This is in response to the request contained 
in your letter of May 9, 1956, for wage rates paid to imported Mexi- 

can farmworkers in different sections of the country. 

The Department of Labor does not maintain a centralized record of 
wages paid to Mexican farmworkers. However, in accordance with 
Public Law 78, as amended, and the Migrant Labor Agreement of 
1951, as amended, the Department, through arrangements with State 
employment security agencies, conducts surveys to find the prevailing 
wages paid to domestic farmworkers in areas in which Mexican 
agricultural workers are employed. Employers of Mexican workers 
are required by terms of the international agreement with Mexico 
to pay such workers not less than the prev ailing wages paid domestic 
workers. 

The Bureau of Employment Security publishes, during the active 
agricultural season, reports of the wage rates paid to domestic work- 
ers in selected farm activities. Farm wages found to prevail between 
July and November 1955 were made a part of the semiannual report 
on the Mexican farm labor program prepared for the respective 
chairmen of the Senate and House Committees on Agriculture. The 
wage portion of the congressional report, appendix IT, is enclosed. 
The Bureau is now preparing its first compilation for the current 
agricultural season. The wage information included covers the peri- 
od between December 1, 1955, and April 30, 1956. A preliminary copy 
of this report is enclosed. Together the two reports give a represen- 
tative picture of wages paid to Mexican farmworkers during the past 
10 months. 

Sincerely yours, 
JAmeEs P. Mitcneny, Secretary of Labor. 


(The information on wage rates paid to imported Mexican farm 
workers follows :) 





AMENDING THE FAIR LABOR STANDARDS ACT OF 


AppeNnprx II 


U. 8. LABOR 


DEPARTMENT OF 


BUREAU OF EMPLOYMENT SECURITY 


Wage rates in selected farm activities, July-November 1955 


State and agricultural 
reporting area 
ARIBONA 


Cochise 
Maricopa 


ARKANSAS 


Central Mississippi 
River Delta cotton, 


Delta cotton, 


Lower Mississippi 
River Delta cotton. 

St. Francis-Cache 
River cotton. 


Upper Mississippi 
River Delta cotton. 





Crop-wage area and activity 


Cochise cotton, picking 
Maricopa cotton 
Picking 
Short staple 
Long staple 
Scrapping 
Maricopa (Mesa 
and weeding. 
Maricopa (Phoenix) lettuce: 
Weed 
Thin. 


lettuce, thinning 


Weed and cut doubles... 


Cut doubles. 
Maricopa (Phoenix) melon 
Picking: Honeydew, watermelon, 
and cantaloup. 
Vine turning 
Maricopa (Phoenix) multicrop, irriga- 
tion. 


Maricopa (Phoenix) orange, strip 
Pinal cotton: 
Picking: 
Short staple. 


Long staple 
Pulling... 
Phillips County cotton: 
Picking 


Scrapping and pulling--. 


| Woodrulf County cotton, picking 
Lower Arkansas River | 


Jefferson County cotton: 
Picking -- 
Snapping 

Lincoln County cotton: 
Picking - - 


Snapping._-_- 
South Lonoke County cotton, picking 


| Desha County cotton, picking 


| Craighead County cotton: 


Picking 
Snapping 
Jackson County cotton: 


Snapping. oe 


Crittenden County, chopping. 
Cross County cotton, picking - -- 
Lee County cotton: 

Picking 

Snapping ; : 
North Mississippi County cotton: 

Picking - ___- : 

Serap and/or pull 


St. Francis County cotton, picking 


South Mississippi County cotton: 
Chopping_.........- 
Picking 


$1 per hour 


70 cents per hour 


(0) cents per 
$7 to $8 per day 


$7.50 per da 
12 to 15 cents px 


our 


field crate 


$3 per hundredwei 

$2.50 per hundredweight 
$5 per hundredweight 
$3 per hundredweight 


$2.50 to $3 per hundredweight 
$3 per hundredweight 

$1.50 per hundredweight 
$2.50 to $3 per hundredweight 


do 
$2 to $2.25 per hundredweight 


$2 per hundredweight 


$2.50 to $3 per hundredweight 
$3 per hundredweight 
do 
$2 per hundred weight 
$2.50 per hundredweight 
do 
$3 per bundredweight 


$2.50 to $3 per hundredweight 
$2 per hundredweight 


$2.50 to $3 per hundredweight 
$3 per hundredweight 

$2 per hundredweight 

30 cents per hour 

$3 per hundredweight 


Sati 
$2 per hundredweight- 


$2.50 to $3 per hundredweight 

$2.50 to $3.50 per hundred- 
weight. 

$3 per hundredweight 

$2 per hundredweight 

$2.50 per hundredweight 

$3 per hundredweight 


30 to 40 cents per hour 

$2.50 per hundred weight 

$2.50 to $3 per hundredweight 
$3 per hundredweight 


1 Finding (or portion of finding shown) remained the same throughout season. 
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Wage rates in selected farm activities, ciated November 1955—Continued 


State and agricultural 
reporting area 


CALIFORNIA 


Centr il coast 


Sacramento Valley 











San Joaquin Valley --- 

















| San Benito-Santa Clara tomato, pick- 


Imperial County cotton, picking ----_- 





Crop-wage area and activity 


Alameda County: 


Tomato pic’ ing 
Snap bean picking 
Monterey apricot, picking 


ato: 
Green pick 


Monterey tom: 


Ripe pick 


| San Benito County apricot: 


Pry yard and miscellaneous labor | 
Picking 


San Benito County row crop, 
ations. 


all oper- 


ing. 

San Mateo-Santa Crvz-Monterev 
miscellaneous vegetables, brussels | 
sprout picking. 

Santa Clara bean, picking ----..-.---- 

Santa Clara County strawberry, 
picking. 


Santa Clara County vegetables, all 


operations. 


Santa Cruz bean, picking--........---- 


Santa Cruz-Monterey 
picking. 


strawberry, 


16 to 20 cents per 


85 to 95 cents per hour 


; 2 cents per pound 
50 to 70 cents per crate 
90 cents to $1 per hour_ 
85 cents to $1 per hour 


90 cents per hour 





Riverside (east) desert cotton, pick- 
ing. 
Lake County pear, harvest 


Mendocino County pear, harvest---.-.. 


Mendocino County prune, picking __-_|- 


Napa County grape, cutting. --......-- 
Sonoma County apple, picking 


Sonoma County prune, picking --_-_-- 


Sonoma County snap bean, picking_. 
Butte-Glenn almond, knocking- .-_-.-.-- 


Butte-Sutter-Yuba peach, picking--.-_- 


El Dorado County pec., picking 


Sacramento hop, harvest 
Sacramento pear, picking 


Solano prune, pick and shake---.__..-- 


Fresno County (West) melon, har- 
vesting. 

Fresno raisin, harvest............. - ; 

Manteca-Escalon strawherry, pick- 


stem. 
Merced County fig, picking. ........-- 


Merced County grane, picking 
Merced County melon, picking 


Merced County peach, picking _-.._-- 
Merced County t»mat», picking - --- 
San Joaquin County ; grape, pick- 


Stanislaus County melonpicking __- 
Stanislaus County strawberry, pick- 
stem for freezing. 





Wage rate or range 


12 to 16 cents per box 
2 cents per pound 
90 cer 


its to $1 per hour 
3 cents per 16-quart bucket 


16 to 17 cents per lug of about 


43 pounds. 
50-pound box 


90 cents to $1 per hour 
14 to 15 cents 


per 16-quart 


bucket 


$1 per hour — 
85 to 90 cents per hour 


14 to 18 cents per box 


50 cents per 25-pound hamper. 


90 cents per hour............-- | 


$2.75 to $3 per hundredweight_| 
$3 per hundredweight 
$2.50 per hundredweight 


18 to 20 cents per box 
$1.20 to $1.25 per hovrr_____- 
. 20 cents per 40- 50-pound 


85 — to $1 per hour 
25 to 30 cents per box 
18 to 22 cents per box 
80 cent to$l perhour _____- 
15 to 20 cents per 40-pound box 
ps 30 cents per 40-50-pound 


245 cents per pound. ___. 

$1.25 to $1.50 per hour. _____- 

15 to 65 cents per tree 

12 t» 16 cents per box____ 

$5.50 per 9-hour day plus 

board and room. 

90 cents t» $1 per hour______- | 

16 t» 20 cents per box _._______| 

85 = t> $1 per hour______- a 
n 


85 t» 90 cents per hour .____- 

21 t» 23 cents per box. __-_ 

22 t» 35 cents per 40-50-pound 
box. 


24 cents apts 


5% to 6 cents per tray.___.___- 
60 to 75 cents per crate ----__-_- 
20 t>» 40 cents per 18-50-pound 
box, | 
9 t» 12 cents per 50-pound box.| 
22 t> 25 cents per 80-pound 
crate. | 
85 cents to $1 per hour___-_- ae 
90 cents t $1 per hour --__-__- | 
85 t> 90 cents per hour -__.___- 


25 cents per 28-pound lug__-- | 
18 to 30 cents per 50-pound lug | 
10 to 17 cents per 50-pound lug 

22 to 26 cents per crate - 
$1 per 15-pound crate.__- ---| 


| Oct. 


1 ae 
Se : 


| Sent. 


Date of 
finding 


ce an 
Sept. 28 


Aug. 15 
Julv 29 
Do. 

Aug. 17 
Oct. 6 
July 25 
Do. 
| Do. 
Oct. 5 
Oct. 18 


| Sept. 29 


Aug. 
Oct. 
Do. 


Aug. 
Do. 
Oct. 


Oct. 
Nov. 
Aug. 


Aug. 
Do. 
Do. 


Oct. 

Julv 
Do. 

Sept. 


Aug. 


D». 
Sent. 
Do, 


Do. 
Aug. 
Do. 
Aug. 
July 
D 


N 


“SR 8 


Sept. 
Aug. 


Nov. 
Aug. 


ew nw WW 


Aug. 29 
Sent. 


July 29 


Aug. 1 
July 


Oct. 
Do. 
Do. 

Sept. 

Oct. 








AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


53 


Wage rates in selected farm activities, July-November 1955—Continued 


State and agricultural Crop-wage area and activity Wage rate or range 
reporting area 





CALIFOR ’ IA—COn. 


San Joaquin Valley....| Stanislaus County tomato 





Picking (for market) 85 to 90 cents per hou 
Ist picking (cannery and market 12 cents per %-pound box 
2d picking (cannery and market 13 cents per 50-pound box 
3d picking (cannery and market 14 cents per 3+pound box 
Tulare County olive, picking 92 cents to $2 per 38-pound box 
Tulare table grape, pick-pack 90 cents to $1 per! 
Tulare tomato, picking do 
South coast _.| Orange County peppers, picking 80 cents per hour 
| Orange County vegetable, plant and do 
cultivate 
Riverside (West) apricot, picking 25 cents per standard field box 


(45-48 pound 
San Bernardino County grape, har- | 9 cents per 40-pound box 











| vest. 7 cents per 30-pound box 
| Ventura County walnut, harvest 4244 cents to $1.35 per sack. 
COLORADO 
Arkansas Valley_....-- | Rocky Ford tomatoes: 
Green tomatoes, picking. -.--....-.-- 10 cents per hamper 
Ripe tomatoes, picking -.....--- ; do 
| 30 percent value of crop 
Northern Colorado. ...| Fort Collins cucumber, picking.......| Half value of crop 
| Fort Lupton bean, picking ----.-.--- .| $2.25 per hundredweight 
GEORGIA 
Dei a 2a cemed Central cotton, picking. - -..........-- $2.50 per hundredweight-._.. 
IDAHO 
Southwestern... -.......- | Northern green pea, pea-pitching_.....| 95 cents per hour 
| Southwestern hop, harvest._-__-......-- | 90 cents per hour plus 10 cents 
for corr pleting season. 
$1 per hour (no bonus) - ....-- 
Southwestern multicrop: 
BN ania cnaceeeernnien 85 to 90 cents per hour 
| $8 to $15 per acre 
Corn detasseling - . ----- steiieuees ..| 85 cents per hour 
Corn hoeing : ..| 80 cents to $1 per hour 
Southwestern multicrop, harvesting: | 
hie 30 ti ene pone | 344 cents per 30-potind basket 
OS eae | 85 cents per hour. 
nde iteaal onesies 
OS. rast aden 10 cents per hundredweight_ 
te alates dak un tcectnes eraeiaaia | 30 cents per 60-pound box q 
30 cents per 60-pound crate__- 
SY ee ee | 90 cents per hour............ 
is in cai isacimeplncamnt 4 cent per pound_.__........ 
MICHIGAN 
er Ce dice sain nhectia Bay City pickle: 
Ra ssa ee Dtaiemrereaebitie dors 50 percent of gross value of crop 
Hes.ena train vine...............- 70 cents per hour. __. 
Benton Harbor. --.-.--- Benton Harbor pickle, picking ------- 50 percent of gross value of 
' | crop. 
NG og ae canes Lansing muck crops, weeding, hoeing, | 60 to 75 cents per hour... 
cultivating. 
Lansing onion, pull and —- 
‘ Small w! ite_._..---- RT | 15 cents per bushe! crate 
j a tab acagonehae | 9 to 10 cents per bushel] crate 
Lansing sugarbeet: | 
SS oe ice nbicniewenacawmn | $5 per acre 
I ig Scncneneeaes aed $3.50 per acre 
DOE no ck netc ses Manistee pickle, picking. -..-.-------- | 50 percent of gross value of 
| erop. 
Muskegon. .........-.- Muskegon cherry, picking ----------- 50 to 60 cents per 25-pound lug 
Muskegon green pea, vining.....-.-..-| $1.325 per four 
4 Muskegon onion, topping ------------ | 10 to 18 cents per bushel crate 
2 POMUDR..ccccndnwndcane Pontiac pickle, picking-.--.-....--.----- 50 percent of gross value of 
7 | crop. 
j Traverse City........- Traverse City cherry, picking-----.--- 60 to 85 cents per 25-pound lug 
MISSOURI 
Booted... ...<;.. | Southeast Missouri cotton: 
: I tle isin casa wien nsash gion ..----| $3 to $3.50 per bundredweight_. 
3 Snapy ing.... ------ ; $2 per hundredweig! t 


1 Finding (or portion of finding shown) remained the same throughout season. 


Se aS Soa 


Aug 


Do. 


Do 
Aug 
Aug 


Sept. 


July 


~t 
a= tS 


sept. 23 


Do. 


July 


July 
July 


Sept. 


0. 


Aug 


| Sept. 


0. 
Do. 
Do. 


ws 


mes 


26 
16 


Sept. 30 


Aug 
July 
Aug. 


July 


1Oct 
Nov. 


12 
10 


29 


zy. 15 


22 
10 


rt. 30 
. 18 


18 


‘ 
7 





AMENDING 


THE 


Wage rates in selected farm activities, July 


State and agricultural 
reporting area 


NEBRASKA 


Sugarbeet and 


table 


Winter wheat 
NEW MEXICO 


Alamogordo 
Artesia 


Carlsbad 


Hobbs 


Las Cruce 


Middle}Rio Grande 
Roswell 
OREGON 


Mid Columbia 


Rogue River,Valley 


TENNESSEE 
Lake County 
TEXAS 


East north 


High rolling plains-- 


vege- | 


Crop-wage area and activity 


vegetable 


with ma- 


and 
oe ing 


sugarbeet 
and ! 


Panhandle 
Thinning 
chine). 
Thinning and 
machine). 


hoeing (without 


| Southwestern sugar beet, thinning and 


hoeing (with machine). 


Tnlarosa cotton, picking 
Eddy (North) cotton pick-pull (short 
staple). 


| Carlsbad (South) cotton picking (short 


staple). 
Lea County cotton: 
Pulling 


Picking 
Luna County cotton, picking 


Mesilla Valley cotton, picking (short 
| staple). 

| Socorro County cotton, pi king (short 
staple). 

|} Chaves County cotton, picking - - 


Hood River fruit: 
Picking (Newton apples) 
Picking (varieties except Newton 


Jackson County vruit: 


Packinghouse labor - - - 
Picking (by box) 
Swamping- -. 


Cold-storage labor 
Picking - - 


Lake County cotton, picking 


Deport-Bogata cotton: 
Picking - - .- 


Pulling 
North Bowie cotton: 
Picking 


Pulling 
Bailey County cotton, pulling 
Bailey County multicrop, chopping 
(cotton and grain sorghum). 
Borden County cotton, pulling 


Castro County cotton, pulling 

Castro County multicrop, chopping 
(cotton and grain sorghum). 

Cochran County cotton, pulling 

Crosby County cotton, pulling : 

Crosby County multicrop, chopping 


(cotton and grain sorghum.) 
Dawson County cotton, pulling. 


Dawson County multicrop, chopping 
(cotton and grain sorghum). 
Fisher County cotton, pulling 


Floyd County cotton, pulling 


FAIR LABOR STANDARDS 


ACT OF 1938 


-November 1955—Continued 


Wage rate or range Date of 


finding 


$9.50 per acre 6 
hour. 

$11.50 per acre; 65 
hour. 

$9.5) per 


hour. 


cents per | 


cents per 


acre; 65 cents per 


$2.05 per hundred weight 

$2.40 to $2.50 hundred 
weight. 

$2.55 per hundred weight 


per 


$1.50 to 
weight. 

$2.05 per hundredweight 

$2.05 to $2.50 per hundred- 
weight. 

$2.25 to $2.75 per hnndred- 
weicht 

$2.05 per hundredweight 


$1.55 per hundred- 


$2.50 per hundredweight 


18 cents per lug 
20 cents per lug 
15 cents per lug 
20 cents per lug 


Oct. 
Nov. 
| Oct. 
Nov. 


$1.15 to $1.30 per hour 

12 to 20 cents per 40-pound lug 
$1.10 per hour Sept. 
$1.20 to $1.25 per hour Sept. 3 
$1.35 per hour Sept. 
11 to 15 cents per 40-pound lug Do. 


Sept. 
Sept. 


$3 per hundredweight Oct 


$2 to $2.50 per hundredweight 
$2.25 per hundred weight 

$1.50 to $2 per hundredweight 
$1.75 to $2 per hundredweight 


$2 to $2.50 per hundredweight 

$2.50 per hundredweight 

$1.50 to $2 per hundredweight 
do 


50 to 65 cents per hour 


$1.75 to $1.85 per hundred- 
weight. 
$1.50 to 
weight. 
50 to 60 cents per hour 


$1.75 per hundred- 


$1.50 to $1.65 per hundred- 
| weight. 

do ee 
$1.50 per hundredweight 


50 to 60 cents per hour 


$1.50 to $1.85 per hundred- 
weight. 

$1.75 per hundredweight 

45 to 50 cents per hour 


$1.55 to 
weight. 

$1.75 per hundredweight 

$1.50 per hundredweight 


$1.75 per hundred- 


1Finding (or portion of finding shown) remained the same throughout season. 
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State and agricultural 
reporting area 


TEXAS—coOn. 





High rolling plains... . 


Llano-coastal.... 


Liano-Post Oak 


Lower Rio Grande 
Valley. 


Crop-wage area and activity 


Floyd Ceunty multicrop, chopping 
(cotton and grain sorghum 
Gaines County cotton, pulling 


Gaines County multicrop, chopping 
(cotton and grain sorghum 

Hale County cotton, pulling 

Haskell County cotton, pulling 


Hockley County cotton, pulling 


Hockley County multicrop, chopping 
(cotton and grain sorghum 
Howard County cotton, pulling 


Howard County multicrop, chopping 
(cotton and grain sorghum) 

Jones County cotton, pulling 

Knox County cotton, pulling 


Lamb County multicrop, chopping 
(cotton and grain sorghum ( 
Lubbock County cotton, pulling 


Lubbock County multicrop, chopping 
(cotton and grain sorghum) 
Martin County cotton, pulling 


Martin County multicrop, chopping 

(cotton and grain sorghum). 
Mitchell County cotton, pulling 
Nolan County cotton, pulling 


Parmer County multicrop, chopping 


(cotton and grain sorghum) 
Seurry County cotton, pulling 


Swisher County cotton, pulling 


Swisher County multicrop, chopping 
(cotton and grain sorghum). 


| Terry County cotton, pulling 


Terry County multicrop, chopping 
(cotton and grain sorghum). 
Yoakum County cotton: 
Pulling died oe 


Picking ; 
Yoakum County multicrop, chopping 
(cotton and grain sorghum). 
Bryan-Navasota cotton 
Scrapping 
Picking . 


Pulling 


North Bowie cotton, picking 

Falls County cotton: 
Scrapping ' 
PE cncnectuusctucs 


Mumford cotton: 
Picking - -- pened 
Pulling 


Scrapping : 
Lower Rio Grande cotton, picking 
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Wage rates in selected farm activities, July-Norember 1955—Continued 


Wage rate or range 


% to 60 cents per hour 


$1.50 to $1.75 per hundred 
weight 
50 cents per hour 


$1.5) per hundred weight 

$1.55 to $1.75 per hundred 
weight 

$1.65 to $1.75 per hundred 
weight 

$1.50 to $1.60 per hundred- 
weight 

$1.50 per hundredweight 

45 to 60 cents per hour 


$1.50 to $2.25 per hundred 
weight 

50) to 60 cents per hundred 
weight 

$1.75 per hundredweight 

$1.50 to $1.75 per hundred 
weight 

50 to 60 cents per hour 


$1.25 to $1.75 per hundred 
weight 

$1.50 per hundredweight 

40 to 60 cents per hour 


$1.50 to $1.75 per hundred 
weight 

$1.55 per hundredweight 

50 cents per hour 


$1.50 to $2 ner hundredweight 
do 

$1.75 per hundredweight 

50 to 60 cents per hour 


$1.75 per hundredweight 

$1.65 to $1.75 per hundred 
weight 

$1.75 per hundredweight 

$1.50 to $1.55 per hundred 
weight 

%) to 60 cents per hundred 
weight 

$1.55 per hundredweight 

SO to © cents per hundre« 
weight 


$1.50 to $1.75 per hundred- 
weight 

$1.55 per hundredweight 

$2.05 per hundredweight 

45 to 60 cents per hour 


$2 to $2.50 per hundredweight 

$2 to $3 per hundredweight 

$2 to $2.75 per hundredweight 

$1.50 to $1.55 per hundred- 
weight. 

$1.50 to $1.75 per hundred- 
weight. 

$2 per hundredweight 


$2.50 to $3 per hundredweight 
$1.50 to $2.50 per hundred 
weight, 


$2 to $2.05 per hundredweight 

$2.05 to $2.50 per hundred- 
weight 

$1.50 per hundredweight 

$1.50 to $2 per hundredwieght 

$2 per hundredweight 

$2 to $2.40 per hundredweight 


Finding (or portion of finding shown) remained the same throughout season. 


78155—56 





5 





5D 





Date of 
finding 


Aug. 2 
Oct 7 
Iniv 2» 
Nov. 21 
‘bert 
Nov } 
Obet ! 
Nov 7 
July 2 
bet vf 
July ll 
Oct 
Oct. 1 
Aug. 1 
Oct 17 
Nov. 17 
Aug 2 
Sept. 2 
Nov. 16 
July ll 
Oct 
Oct. 14 
Nov. 17 
Aug. 2 
Sept. 21 
oct th 
Nov. 21 
Do 
July 2 
Nov 22 
July 26 
Oct. 4 
Nov. 17 
Oct 4 
July 29 
Oct 7 
Sept s 
Sept. 26 


Sept. § 
sept. 26 
Sept 19 


et 4 
Do, 


Sent. 19 


sept. HO 
Sept. 19 
Sept. 30 
Sept. 19 
Aug. 4 
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Wage rates in selected omnes satiowins, Joyo ovember 1955—Continued 





State and agricultural Crop-wage area and activity Wage rate or range | Date of 
reporting area | finding 


—_—_—_——_ | 
UTAH 
| 


out stem). 
Provo Cherry (sweet), picking (with 
stem). | 
WASHINGTON | 


North central Provo Cherry (sour), picking (with- | 2 cents per pound 
aeaen.....,.. ---| July 12 


North central Chelan-Douglas fruit, apple thinning | $1 per hour plus 25 cents to $1 | July 14 

per tree. 

Apete and pear thinning... __- $1 to $1.25 per hour i Do, 
Walla Walla canning pea, vine piteh- 95 cents per hour. ___. | Do, 
ing | | 

Vancouver j Rinee fruit, picking | $1 per hour._._- .| Oct. 

15 to 20 cents per 36-38-pound Do. 


fleld box. 
WISCONSIN 


East central. ..........| East-central corn, snapping $2.50 per ton. __. si Aug. 
85 t» 90 cents per henr......1..1 im 

East central lima bean, harvest 97% cents per hour___. Sept. 
East central and west Southern pea, pitching vines... 85 cents to $1.02 per hour_ _. Aug. 





WYOMING 


Southeast beet Southeast sugar beet: 
Thin and hoe $13.50 to $15.50 per acre. ___- | Aug. 
Ist hoe after thin | $5.50 to $7.50 per acre.._...___- “| 


PRELIMINARY REPORT 
WAGE RATES IN SELECTED FARM ACTIVITIES 


Information shown in this table is based on the wage findings of affiliated State 
agencies of the Bureau of Employment Security made in connection with the 
Mexican farm labor program. Crop-wage areas have been delineated and wage 
findings are made for each of the activities in these areas in which Mexican 
nationals are employed. They may be single rates, ranges, or schedules. The 
figures in column 3 represent the prevailing wages in these areas. They will, 
therefore, usually not show all rates found to be paid. 

The domestic agricultural wage-reporting program was set in motion in June 
1953. Wage information is published with each issue of the Employment and 
Wage Supplement to Farm Labor Market Developments. The last issue of the 
supplement was dated December 1955, and contained wage information re- 
ceived during November 1955. In order to include wage data received since 
then the present table is based on findings received after November 10, 1955, and 
before May 1, 1956. Where more than one finding was received for a crop-wage 
area during this period the latest finding was used. 


APPENDIX B 


Wage rates in selected farm activities, December 1955 to April 1956 


State and agricultural Crop-wage area and activity | Wage rate or range | Date of 
reporting area | finding 
| 


$2.50 per hundredweight_.....| Dec. 
cents per hour -.- ‘ | Apr. 


pL 2s ce a natemins 


Arizona: 
Goehiies.....icatasis Cochise cotton: Picking_.__--_- le 
Cochise (Bisbee) multicrop: Trriga- | 60 
tion, all crops. 
Cochise (Douglas) multicrop: Irriga- | --- Mar. 
tion. 
Maricopa Maricopa cotton: | 
Long staple: | 
Picking -- -| $5.50 to $6 per hundredweight | Jan. 
Picking and snapping bolls... $5 per hundredweight____. | Feb. 
Scrapping $6 per hundredweight - | Dee. 
Short staple: | 
Picking. $3 per hundredweight Jan. 
Scrapping | $2 to $2.50 per a mates Feb. 
Snapping, bolling | $2 per hundredweight- cok Mae 


| 
| 











AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


State and agricultural Crop-wage area and activity 
aes area 


Arizona—Con. 


Morienme (Mesa) lettuce: 
Cultivation 
| Thin and weed 
Weeding 
Harvest 
Cutting 
Cut and field pack 
Field packing 


Maricopa (Mesa) melon: Thinning 
and weeding. 
Maricopa (Mesa) multicrop: Irriga- 
tion. 
Maricopa (Phoenix) carrot: 
Topping J 
Tying 
Maricopa (Phoenix) celery: Cutting 
ard loading. 
Maricopa (Phoenix) grapefruit: Ring- 
ing. 


Maricopa (Phoenix) lettuce: 
Thinning 


lettuce). 
Maricopa (Phoenix) lettuce: 
Cutting ghe 


Cutting-lidding 

Cutting for ice packing 

Crew cutting, packing, lidding 
(combined operation). 

Lidding 


ee 


Packing alstritwaleliabiiabea 


Ped eee arag... -..<..-. 
Spreading 
Maricopa (Phoenix) melon: Thin and 
weed, 
Maricopa (Phoenix) multicrop: Irri- 
gation. 
Maricopa (Phoenix) orange: Stripping 
 eninciepaeete Pinal Casa Grande cotton: 
Short staple: 
ee, on SS tees ; 
Pulling-snapping--.-----.--. 


Scrapping 
Snapping bolls 

Long staple: “crapping ; 
Staple not indicated: Scrapping 

and snapping. 
Yuma_-............| Yuma County cantaloupe: 
Plant, weed, thin, turn 
Thin, weed : 

Yuma County carrot: Harvest. - 

Yuma County watermelon: Prehar- 
vest: 

Thinning and weeding 


Arkansas: 


Central Missis- | Lincoln County cotton: 
sippi River Picking. - _--- ; 
Delta cotton, EES ae 

Phillips C ounty cotton: Picking_- 
Woodruff County cotton: Picking - - 
St. Francis-Cache | Craighead County cotton: 
River cotton, Picking 
Snapping 
Jackson County cotton: 
joe 
Snappin. 

Upper Mississippi | Crittenden ie Cathy cotton: 

eee Delta cot- Picking 


Thinning and weeding (spring | 


Wage rates in eoleotes farm activities, December 1955 to Agri 1956— 
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Continued 


Wage rate or range Date of 


' 
i 
$1.50 per 4 mile bed 
70 to 75 cents per hour | 
75 cents per hour 
48 cents per carton (crew 
80 cents per bour | 
17 to 18 cents per carton | 
(crew 
75 cents per hour 


70 to 75 cents per hour 


| § to 10 cents per bushel 


| 10 to 12 cents per field crate 


Maricopa (Phoenix) lemon: Stripping 





22 cents per 3-dozen bunches 
70 to 75 cents per hour 


35 to 45 cents per field crate 


$1.25 per 4-mile bed 
$1.50 per 4-mile bed 
60 to 75 cents per hour 


5 to 5.33 cents per carton 

75 cents per hour 

75 cents per hour plus bonus__ | 
$7 per load to crew 

18 to 20 cents per carton (crew) 


80 to 85 cents per hour . 

2 cents per carton (crew) 

6 cents per carton 

£0 cents per hour 

75 cents per bour plus bonus 
do 

65 to 70 cents. . 


$7 to $8 per day ; 
60 to 75 cents per hour 
13 cents per field crate 


sa 


$3 per hundredweight 
$2.50 per hundredweight 


do 
$3 per hundredweight 
do 
$2.50 to $3 per hundredweight 


68 cents per hour 
70 cents per hour 
11 cents per 60-pound bag 


70 cents per hour 


$2.°0 to $3 per hundredweight 
$2 per hundredweight 
$3 per hundredweight 

do 


$2.50 to $3 per hundredweight 
$2 per hundredweight 


$3 per hundredweight_. - 
$2 per hundredweight 


$3 per hundredweight. ---- 
$2 per hundredweight- 


findir 


| Jan 


Ap 


Apr 
Do 
Deo 
D 


Do 


| Mar 


Mar 
Jan 
Mar 


| Dec 
i 


ug 






" 
a 


2b 


2» 


—— 
www 


16 


Do. 


Mar 
Dee 


Apr 


Apr. 
Apr. 
Apr. 
Apr 


Do. 


Do. 
Do. 
Do. 
Do. 


Mar 


4 


Do. 


Apr. 


Feb. 
Mar. 
Dec, 


Jan. 
Jan. 

27 
Jan, 
Dec. 
Jan. 
Jan. 


Apr. 
Apr. 
Mar, 


Apr. 


Dee. 
Dec. 
Dee. 
Dec, 


Dec. 


20 


16 
9 
16 


27 
13- 
27 
a0 
13 
27 


16 


2 


Do. 


9 


Do. 


Dec, 


2 


Do. 
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Wage rates in selected farm activities, December 1955 to “We y95e—Coatinucd 5 
$a ———EEE _— ee om — = ~_e. Se 
i & 
State and egricultaral | Crop-wage area and activity Wage rate or range | Date of oe 
reporting area | finding ei 
California : 
Central coast _. San Benito County sugar beet: Thin- | 85 cents per hour : Apr. 4 Bs 
ning. $16 per acre. Do. i 
| Santa Clara (north) broccoli: Harvest_! 90 cents per hour : ad Mar. 12 " 
Desert Imperial County carrot: | 
| Pull, top, sack . .| 12to 13 cents per 50-pound saek | Jan. 31 
Pull, tie, bunch - | 8 cents per dozen bunches Apr. 10 
Riverside (east) vineyard: Pruning ., $1 per hour --| an. +33 
North coast Sacramento-Mendocino fruit: Pruning_| 85 cents to $1 per hour | Feb. 17 
| 2 to 4 cents per vine Do. 4 
| Sonoma-Mendocino fruit: Pruning | 85 cents to $1 per hour Do. , 
} trees 60 to 70 cents per tree. : Do. 
Sacramento Valley.| Sacramento hops: Grub, string, train .| 85 cents per hour. - Feb. 28 
| Yuba-Sutter hops: Grubbing-_-.- 90 cents per hour | Mar. 21 3 
Yuba-Sutter orchard: Pruning 40 to 50 cents per tree Feb. 6 i 
| Sacramento River Delta: 
| Asparagus: } 
Cutting and sled__...... $3.75 to $4.25 per hundred- | Apr. 9 
| Weight. 
Cutting for market_...........| $1.10 to $1.50 per 30-pound | Do 4 
| crate. 4 
San Joaquin Valley Fresno (east) fig: Dry-fig harvest | 25 to 40 cents per 40- to 50- | Sept. 24 
| pound box. 
Fresno grape: Table, grape picking 9) cents to $1 per hour-- | Nov. 3 
| Fresno wine grape: Harvest_._. $4 to $4.50 per ton. Do. 
10 to 12 cents per eet S box.| Do. 
9 cents per 40-pound box _- | oe. 
| Kern County cotton: Picking $3 per hundredweight_ at oe FT 
| oe (east) County grape: Pick- | 10 to 14 cents per 50-pound box.| Nov. I 
ng. j 
| Stanislaus County tomato: 
Picking: 
Cannery and market. -_----- | 14 to 16 cents per 50-pound box_| Oct. 28 
Market only - _- 85 to 90 cents per hour ___. Do. 
| Tulare County olive: Picking $1 to $1.75 per 38- ocpun box. Nov. 16 
South coast .| San Barnardino County vineyard: | $1 per hour... coaumel) ees 
| Pruning. 
Santa Barbara multicrop: General | 80 cents per hour-- .| Jam. 19 
farmwork. | 
Texas: | | 
High rolling, | Bailey County cotton: Pulling ....| $1.50 to $1.75 per hundred- | Dec. 14 
plains. | weight. 
| Castro County cotton: Pulling........| $1.50 per hundredweight_.....| Do. 
| Crosby County cotton: Pulling. -.....|.....do ’ .-| Dec. 5 
| Fisher County cotton: Pulling....._.| $1.75 per hundredweight__....| Dee. 1 
| Floyd County cotton: Pulling --_- | $1.50 per hundred weight | Do. 
Gaines County cotton: Pulling__...--- | $1. Mv $1.75 per hundred- | Dec. 14 
| we S 
| Hale County cotton: Pulling... _--- $1.50 per hundredweight_.-.- Dec. 5 
| Haskell County cotton: | | 
| Pulling... ; iat etait 01.75 per hundredweight- ----- | Dee. 12 
Scray oping. -----| $1.75 to $2 per hundredweight.| Do. 
Hockley County cotton: ‘Pulling aeetiarel | $1.50 per hundredweight ...| Dee. 14 
Jones County cotton: Pulling. — $1.75 per hundredweight_......| Dee. 5 
| Knox County cotton: Pulling.....---- I. balliteancmenls -; Dee. 8 
| Lamb County cotton: Pulling..-..--- $1.50 per hundred weight - --- Dec. 7 
| Lubbock County cotton: Pulling. --.-.)-....do-____. Dec. 14 
| Lynn County cotton: Pulling. __----- bo aie aa daotieaath ae Dec. 7 
itchell County cotton: Pulling......| $1.55 - $1.75 per hundred- | Dec. 1 
| weight. 
| Nolan County cotton: Pulling.__.---.| $1.75 per hundred weight. - - Nov. 29 
| North Bowie cotton: Pulling and | $2 to $3 per hundredweight....| Dee. 2 


scrapping. 


Seurry County cotton: Pulling, scrap- | $1.75 to $2 per hundredweight | Dee. 5 
ping. 


| Swisher County cotton: Pulling.......| $1.50 per hundredweight......! Dee. 8 a4 
| Terry County cotton: Pulling.........| $1.50 ° $1.55 per hundred- | Dec. 7 Ly 
| weight. 3 
| Yoakum County cotton: Pulling cb. <- enna ee ae 
Lower Rio Grande Val-| Lower Rio Grande multicrop: Hoeing | 40 to 50 cents per hour...._.._.| Apr. 12 
ley. (all crops). 
Vegetable harvest: a 
Cabbage: Cut-pack in field- | 7 to8 cents per 50-pound sack__| Apr. 4 s 
Carrots, bulk, no tops --| 8 to 10 cents per 40-pound , Apr. 15 ‘ 
| basket. | PS 
Dry onions: | a 
Clipped and sacked _| Scents per 50 to 53-pound sack_} Apr. 4 é 
Harvest 15 cents per 80-pound box | Mar. 23 : 
Pulled, clipped and sacked 10 cents per 50 to 55-pound sack | Apr.4-18 ea 


Dryland and irrigated: Sacked_! do ; Apr. 4 








aoe 


Sd 
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Wage rates in selected farm activities, December 1955 to April 1956—Continued 


State and agricultural Crop-wage area and activity Wage rate or range Date of 
reporting area finding 








Lower Rio Grande | 


Valley—Con. Vegetable Harvest—Continued 
Green beans 1.75 to 1.5 cents per pound Apr. 1s 
Green onions 35 to 40 cents per 72 bunches Apr. 4 
i Parsley, bunched... 35 cents per 72 bunches Mar. 23 
} Parsley, curly 35 to 40 cents per 100 bunches | Apr. 15 
Red beets | 35 to 40 cents per 72-bunch Apr ‘ 
| erate ' 
| 10 to 13 cents per bushel lo 
| 30 to 35 cents per 80-pound | Mar. 2 
crate | 
Rio Grande Plains Winter Garden multicrop 


Vegetable harvest: j i 
Onions, dry, irrigated—clipped | 7 to 8 cents per 55 to 58 pounds | Apr. 2 
and sacked approximately 
Pulled | 40 to 50 cents per hour Do, 
Pulled, clipped and sacked 7 to Scents per 30-pound sack Do. 


Senator Doveias. The final witness this morning is Mr. Carl 
Holderman, Commissioner of Labor of the State of New Jersey. 

Mr. Hlolderman has been battling for higher wages in the State of 
New Jersey for a good many years. And he is now in a position of 
administering their State laws. So, we would appreciate it very 
much if you would speak informally about the problems which you 
have found in New Jersey and your general observations on the 
subject. 


STATEMENT OF CARL HOLDERMAN, COMMISSIONER OF LABOR, 
STATE OF NEW JERSEY 


Mr. Hotperman. Senator, I want to apologize first to the commit- 
tee for inadequate preparation for this hearing. 

Senator Dove.as. We called you on very short notice. 

Mr. Hotperman. And personnel problems made it very difficult. 
So, perhaps if my testimony is somewhat disjointed and so on, 1 hope 
you will forgive me for it. We finished up on the plane coming down 
here. 

Senator Doucias. We appreciate your coming. 

Mr. Houtperman. I have been commissioner of labor and industry 
for the State of New Jersey only since April of 1954. I do want to 
express my appreciation to the committee for the opportunity of com- 
ing here today and telling you something about our recent experiences 
in attempting to extend—or rather to review—the wage orders that 
we have had in New Jersey for a number of years that apply to women 
and minors only. And perhaps to give you my views on what might 
be done under Federal, or through Federal, legislation. 

The effects, of course, of minimum wage legislation are much more 
far-sweeping than could be measured by their impact upon any one 
worker or group of workers. The whole economy of our entire indus- 
try and of all industry in the entire country is involved. 

New Jersey does not provide basic minimum wages for all workers. 
It provides instead for the establishment of administrative regula- 
tions setting up minimum wages for single industries and then only 
for women and minors. The procedure is as follows: The commis- 
sioner of labor and industry appoints a wage board for a specific set 
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of occupations in a bas industry. This board has 9 members, 
hom are selected f 


3 of w rom the general public, 3 from management, 
and 3 from labor. . , 


One of the public members is designated as chairman. This board 
is given information by the staff of the wage and hour bureau in the 
department of labor and industry concerning current wage rates paid 
in these occupations and data showing the minimum income necessary 
to meet current costs of living conditions. The board studies and 
digests this material and finally recommends to the commissioner a 
minimum hourly wage for the industry and occupations that are under 
review. The commissioner then holds public hearings at which in- 
terested parties testify for or against the recommendations of the 
wage board. After studying all of this testimony and the many 
briefs that are usually filed as part of it, the commissioner then makes 
the administrative determination to accept or reject the proposal of the 
wage board. He has ‘no power to change it. If the proposal is ac- 
cepted, the commissioner issues a wage order which establishes the 
minimum rate proposed by the board as the minimum hourly wage for 
the occupations in the industry covered. 

Additional administrative regulations are issued with the order 
covering hours and overtime pay for the statutory purpose of pro- 
tecting the ordered minimum hourly rate. At the time I took office 
in 1954, there were six wage orders in effect which covered occupations 
in these fields: Light manufacturing, wearing apparel, beauty culture, 
restaurants, laundry and cleaning and dyeing, and retail trade. 

The minimum hourly wages providing for these hourly rates range 
from 2614 cents an hour for restaurant workers, who receive meals 
from their employers, to 60 cents an hour for employees in retail 
trade occupations. Many of these orders include differentials for 
various areas in the State. 

The hours of work ranged up to 48 hours per week. The New Jersey 
minimum-wage law places responsibility on the wage board to deter- 
mine whether an unreasonable and oppressive wage is being paid to 
each classification of employees, and to make their findings aenUn ey. 
It does not provide for any consideration of whether or not such a 
minimum wage can be paid by the industry under review. I leave it 
to your committee to determine whether the minimum of 26% to 60 
cents is unreasonable or oppressive. 

The need for an adequate minimum-wage law and its efficient ad- 
ministration is to be found in several documents that we have filed 
with you. A report of the survey of hours worked by, and wages 

aid to, workers employed in various intrastate occupations in the 
State of New Jersey will be filed with you, which survey was made by 
the wage and hour bureau of the labor division of the Department of 
Labor and Industry of New Jersey, with the help and cooperation of 
representatives of the Women’s Bureau of the United States Depart- 
ment of Labor. This survey was made during the year 1954. _ 

The survey is based on a sample of firms engaged in retail trade, 
wholesale trade, eating and drinking places, and service industries 
throughout all areas of the State of New Jersey. The sample was 
selected from the last available complete listing of firms reported by 
the division of employment security of New Jersey. 

It represents a sample of a little more than 10 percent of the firms 
engaged in selected trade and service industries of the State. Care 
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was exercised to insure that the sample was representative of all 
counties in the State. ! 

The following summary of information in this report is significant 
in showing the proportion of men and women receiving under 75 cents 
yer hour and under a dollar per hour at that particular time. In all 
industries that were surveyed, reports were submitted for 15,646 male 
employees; 9,770 female employees. Those that were receiving under 
75 cents an hour were 1,112 male employees; and 2,392 female em- 
ployees; or about 7445 percent male employees and 2414 percent 
female employees were being paid less than 75 cents. 

These were getting less than 75 cents an hour. Those that were 
getting less than a dollar an hour were: Male employees, 2,750, or 
17.6 percent. Female, 4,905, or 50.2 percent that were getting less 
than a dollar an hour. 

Broken down into several of these industries, they are as follows: 

In the retail industry : Of a total male employees who were reported 
on to the number of 5,917, there were 112 that were receiving less than 
75 cents an hour; 561 who were receiving less than a dollar an hour, 
or 1.9 of those surveyed were getting less than 75 cents an hour; and 
9.5 less than a dollar an hour. 

Of the female employees numbering 3,661, there were 229, or 6.3 
percent, who were getting less than 75 cents an hour, and 1,267, or 
34.6 percent, who were getting less than a dollar an hour. 

In the wholesale trades: Of 2,893 male employees, only 10, or 
three-tenths of 1 percent, were getting less than 75 cents an hour; 
and 116, or 4 percent, were getting less than a dollar an hour. 

Of the female employees, numbering 986, who were reported on, 
we found only 2 getting less than 75 cents an hour; and 119, or 12.1 
percent, getting less than a dollar an hour. 

In eating and drinking establishments, of 2,414 male employees 
reported on, 359, or 14.9 percent, were getting less than 75 cents 
an hour. And 813, or 33.7 percent, were getting less than a dollar 
an hour. 

1,974 female employees: 1,324, or 67.1 percent, were getting less 
than 75 cents an hour; and 1,620, or 82.1 percent, getting less than a 
dollar an hour. 

Senator Dovetas. Do these figures include tips? 

Mr. Horperman. No, I don’t think they do. I think that is one 
of the reasons why it is so high. 

Of service, other service employees, surveyed, to the number of 
4,499: Male, 631, or 14.3 percent, were getting less than 75 cents an 
hour; 1,260, or 28.5 percent, were getting less than a dollar an hour. 

Of the female employees numbering 3,149, 837, or 26.6 percent, were 
getting less than 75 cents an hour; and 1,899, or 60.3 percent, were 
getting less than a dollar an hour. 

Mr. Flemm, who is with me and who is chief of our wage and hour 
bureau, informs me that most of the people listed here as service 
employees were in laundries and dry cleaning and establishments of 
that nature. 

We shall also file with you a report concerning the minimum cost 
of living prepared by the Consumers League of New Jersey as a 
result of careful study of all information available on this subject 
which includes reports of the wage and hour bureau of the New Jer- 
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sey Department of Labor and Industry and the United States De- 
partment of Labor. That will be submitted herewith. 

The finding of the wage board for restaurant occupations, which 
also will be submitted to you, contains a report submitted to the com- 
missioner of labor and industry of the State of New Jersey under 
date of June 29, 1955 from which I quote: 


It is the considered opinion of this board that any wage less than 82 cents 
an hour or any woman or minor employed in occupations subject to the pro- 
visions of New Jersey’s minimum wage law is unreasonable and oppressive as 
the term “unreasonable” and “oppressive” is defined in section 34-1136 of the 


revised statutes of New Jersey. 

A review of the evidence contained in the survey and finding on 
cost of living for restaurant workers shows that there are a con- 
siderable number of women and minors employed in the State of New 
Jersey at wages which are unreasonable sal oppressive. 

The need of minimum wage rates established by the law in New 
Jersey is established by the report of the three wage boards which 
will also be submitted to you; namely, the wage board for restaurant 
occupations, the wage board for laundry and cleaning and dyeing 
occupations, the wage board for mercantile occupations. These, inci- 
dentally, are the wage orders that have been reviewed to date and 
have been signed and made effective and are now being challenged in 
the courts of New Jersey. 

Senator Doveias. I was going to ask you about that. 

What are the hourly rates established by these orders? 

Mr. Hotperman. The basic hourly rate for the restaurant occupa- 
tions was a dollar, graduated according to whether the persons in 
the occupation received tips, meals, lodging, and so on, down to 53 
cents an hour. 

Senator Dovuctas. And the other one? 

Mr. Hotperman. In the laundry and dry cleaning industry, the 
basic minimum wage was 85 cents. And in the mercantile occupations, 
the basic minimum wage was a dollar. 

Senator Doveias. Now, you say those orders have been questioned ? 

Mr. Horperman. Those orders are now being challenged in the 
courts in about 7 or 8 suits that are now underway. 

Senator Doveras. Who has initiated the suits? 

Mr. Hotperman. Various organizations. 

Suppose at this point I tell you something about that. 

There is pending litigation involving minimum wage standards, 
mandatory orders Nos. 9 and 10. 

Suit No. 1 is an action brought by 64 laundries and dry-clean- 
ing firms, including many large establishments, and extensive chains 
located in the State, attacking minimum fair wage standards manda- 
tory order No. 10 for the laundry, cleaning and dyeing occupa- 
tions on the grounds (a) that the commissioner has no statutory 
authority to promulgate a regulation fixing overtime at time and a 
half the regular rate, and (6) that if the statute contains such author- 
ity, the delegation thereof was unconstitutional because of a lack of 
adequate standards. 

That is the first suit. 

Suit No. 2 is an action brought by approximately 26 hospitals 
which claim that although mandatory order No. 9 covering restau- 
rant occupations is valid, said order cannot properly be applied to 
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hospitals, the contention being that they do not come within the scope 
of the law. An injunction is sought to restrain the commissioner from 
applyin the order to hospitals. 

Suit No. 3 is an action commenced by the Atlantic City Hotel 
Association and the operators of 18 large hotels of that city attacking 
mandatory orders Nos. 9 and 10 on many grounds, including that 
hotels are exempt under the act ; that the act as a whole is unconstitu- 
tional; that the provisions authorizing the promulgation of admin 
istrative regulations are unconstitutional because of a lack of adequate 
standards; and alleged defects in the constitution of the respective 
wage boards recommending the minimum wage orders and in the 
procedure preliminary to the sagan eg of the wage orders. 

Suit No. 4 is an action commenced by the New Jersey Hotel Asso- 
‘ciation and certain hotels located throughout the State attacking both 
mandatory orders Nos. 9 and 10 on substantially the same grounds 
as in suit No. 3. 

Suit No. 3, incidentally, covered hotels in the Atlantic City area. 

Suit No. 5 is an action brought by 11 hospitals located throughout 
the State attacking the application of the laundry wage order to hos- 
pitals on the asserted ground that they do not come within the scope 
of the law. 

Suit No. 6 is an action brought by the three restaurant associations, 
including the New Jersey Restaurant Association and restaurants 
located throughout the State attacking the restaurant wage order. | 
That is, saatabery order No. 9. The attack is embodied in four 


counts. In one count the plaintiffs object to the provision of the order 


fixing separate minimum amount for carhops. In another account 
the asserted basis for the objection is that the order does not make 
allowance for employers who employ employees with one meal a day. 
= the final counts, objections are raised to the constitutionality of 
the act. 

I might say in connection with that that the New Jersey Restaurant 
Association has informed me that they would be satisfied with the 
minimum wage of $1 if it were applied uniformly to hotel restaurants 
as well as to other restaurants. And that their principal objection 
in the past to minima established for restaurants has been that hotels 
have been exempted, or perhaps I should say that there has been a 
lack of enforcement on hotels in New Jersey. And it is to that that 
they principally address themselves. In all but one of the above 
actions, a temporary injunction has been entered restraining the Com- 
missioner from enforcing minimum wage orders No. 9 and 10 against 
the respective plaintiffs. The attorney general’s office has been advised 
that another suit will be instituted in the near future embodying an 
attack upon mandatory order No. 11 covering the mercantile occupa- 
tions. 

Senator Dovetas. Do I understand, then, that orders 9 and 10 are 
not practically in effect because of the injunction which has been 
entered ? 

Mr. Horperman. Well, for two reasons, Senator: Under our law, 
the order does not become effective, or the rate does not become effec- 
tive, until 180 days after the order is signed. The only order that 
would have been effective up to this date was the restaurant order. 
And, of course, that is suspended. 
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Its application is suspended because of the suits that have been 
instituted against us, and because we have been restrained by the 
courts. The laundry order, I think, would have been effective in 
May. 

Mr. Fem. It is effective now. It became effective on May 6. 

Mr. HotpermMan. Two of them would have been effective now had 
it not been for the suits that were instituted against us. 

Senator Dovueias. The mercantile order—when does that become 
effective ? 

Mr. Hotperman. That was signed on April 12, and goes into effect 
on October 12, 

Senator Doveias. And you are informed that an injunction will be 
sought against this order too? 

Mr. Hoxiperman. That is correct. 

Senator Dovceias. Have the courts handed down any rulings in 
the suits aside from issuing temporary injunctions? 

Mr. HoutpermMan. No; other than in certain cases. I think on the 
laundry order, for the laundry owners, stipulating that the moneys 
that would have been paid under the minimum wage order must be 
placed in escrow pending the outcome of the suit so that the workers 
do not lose anything if the suit is favorable to the State. 

I do not think there are any other qualifications in their decisions 
to date. 

At best the method of procedure that we have on establishing 
minimum wages in New Jersey, which, incidentally, are supplemented 
by regulations that cover hours and overtime work as well, are only 
a piecemeal approach to the general problem. We are convinced that 
a blanket minimum wage order for all intrastate workers in New 
Jersey would be much more effective if possible. Legislation which 
can accomplish this has been introduced for several years in New 
Jersey and has had the vigorous support of Governor Meyner. The 
members of the legislature, however, have not yet seen fit to adopt 
the proposal because of the exemptions which exist in the Federal 
Fair Labor Standards Act, there is a large area of workers who are 
not covered by minimum wage legislation or regulation. 

This frequently produces much startling results. There are work- 
ers who live in the same community, who work in plants which 
frequently are next door to each other where one is covered by mini- 
mum wage legislation, and the other is not. 

Senator Dove.uas. I know you are a very loyal citizen of your State 
and do not wish to admit that anything is wrong with the constitution 
or election laws of New Jersey. But is it not true that the control of 
the New Jersey Senate rests in the hands of a number of small rural 
counties ¢ 

Mr. HorperMan. Yes; it is. 

Senator Doveias. Which include only a small percentage of the 
population of the State but which wield a disproportionate political 
power in the senate, at least. 

Mr. Hotperman. Yes. I think it was Governor Edison some years 
ago who said that New Jersey is governed by acres and not by people. 
And that does very well fit the composition of our legislature. And 
so we often find in the legislature—well, I should say it is a pretty 
general practice in the legislature that the chairman of the labor com- 
mittee usually comes from one of the agricultural counties. So, it is 
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rather difficult to get even proper hearings on some social legislation 
in New Jersey. 

Senator Doveras. That is in the senate ¢ 

Mr. Hotperman. Yes. And to a certain degree in the assembly, 
which is restricted to 60 members regardless of the population. There 
is a certain amount of misrepresentation, shall I say, even in the assem 
bly, because of that restriction of 60 members only. 

Well, I have told you about the lawsuits. Now, let’s go on from 
there. 

It is my understanding that some of the bills now being considered 
by your committee would extend the coverage of the Fair Labor Stand- 
a Act while others would decrease the present coverage by estab- 
lishing additional exemptions. I am convinced that at this time the 
Congress should increase the coverage of the act, especially in certain 
fields of employment. 

There are many occupations in many industries which cannot effec- 
tively be subject to the regulation of the individual States. Minimum 
wages for the employees in these occupations can be successfully set up 
and enforced only by the Federal Government. 

Senator Atiorr. May I inquire what industries you think cannot be? 

Mr. Hoiperman. I was just coming to that, Senator. And I think 
T can point that up. 

The northern part of our State, for example, is a part of a great 
metropolitan market area; and the southern part is a part of the 
large Philadelphia market area. New Jersey is sandwiched in be- 
tween two big market areas. And to a certain degree there is a ver 
substantial—there is very substantial competition in many fields which 
are now classed as intrastate industries. 

So that any attempt to regulate in New Jersey without parallel 
action in New York and Pennsylvania oftentimes sets up extreme 
difficulties of enforcement and brings with it protests from many 
industries involved. The multiplant operations of manufacturers are 
adequately dealt with by the current provisions of the Fair Labor 
Standards Act. 

I think it is now time that the chain operations of such industries 
as hotels, restaurants, department stores, food stores, be treated in a 
similar manner. Large retail stores have sprung up at an alarming 
rate in the past few vears in New Jersey. 

Strawbridge & Clothier have stores in both Philadelphia and Cam- 
den, N. J. Axnold-Constable has establishments in New York, Tren- 
ton, and Hackensack. Sears, Roebuck has company outlets in 
Trenton, Newark, Passaic, and Hackensack and many other places 
in New Jersey, although its main headquarters is in Chicago and 
Philadelphia. 

Best & Co., Oppenheim-Collins, Altmann & Macy, Bamberger, 
Klein’s, Montgomery, Ward are other examples. 

Senator Dovetas. Bamberger has been merged with Macy’s, has it? 

Mr. Hotperman. I understand they merged some years ago and are 
now owned by Macy’s. 

Lerner Shops, aioe, Ward, Woolworth, J. C. Penney, all 
have many stores in New Jersey and many other States. Gimbel’s 
has just announced they are evegie build a huge department store 
in New Jersey. The National Shoe Stores, Adler Shoes, and An- 
sonia Shoes, A. S. Beck, and Florsheim Shoes are among the shoe 
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o— that have stores throughout New Jersey and in many other 
states. 

New Jersey is dotted with a big supermarket line—A. & P., Safe- 
way, Food Fair, Acme, and others. Clothing: Bond, Collier, are 
some of the chainstores that are now operating in New Jersey. 

The majority of hotels in New Jersey are parts of various hotel 
chain systems which operate as far south as Miami, Fla. 

Laundries such as the Consolidated and Little Falls blanket the 
State and have captured a great deal of the business in the State. It 
is interesting to note that in the testimony that was covered before 
me at the wage hearings on the laundry industry, that the principal 
complaint from laundries, from representatives of laundries, in At- 
lantic County, was that only a few years ago they had 16 laundries 
in Atlantic County and they have been reduced to 4 because of the 
encroachment of laundries from Philadelphia, Pa. 

To deal with these enterprises by establishment of minimum wages 
on a piecemeal State-by-State basis with all the many variations in 
the procedures of those States which do have minimum-wage pro- 
grams is a very inefficient and ineffective method. 

Senator Attorr. May I interrupt you there, sir. 

I cannot follow the logic of your reasoning. Now, these people 
work in New Jersey; do they not? 

Mr. HotperMAN. The people who are employed there ? 

Senator Atxorr. Yes. 

Mr. Horperman. That is correct. 

Senator Atxorr. And they are the people who would be affected by 
a State law guaranteeing a minimum wage; are they not? 

Mr. HoiperRMAN. Yes. 

Senator Atnorr. Then, why does the mere fact that there are 1 
or more or 2 or more units of a store existing in New Jersey make 
State laws inapplicable? 

I think that what you have done here actually is that you perhaps 
have shown that your State laws are inadequate; but I cannot fol- 
low the logic whereby you say that State laws cannot cope with such 
a thing. 

It Soen to me that if you had State laws, that they could be han- 
dled and coped with better at that level than they could at any other 
level. 

Mr. Horperman. I think perhaps I did not make myself clear, 
Senator. Probably what I should have said was that it makes it ex- 
tremely difficult for us to get adequate laws to cope with the situation. 

Senator Attorr. That is your point, then: that you do not have— 
it isn’t that the States cannot, but rather that you do not have laws—— 

Mr. Hotperman. That the opposition to the establishment of such 
laws from the industry itself is so terrific that it causes us very serious 
problems in getting adequate laws and enforcing those laws. 

For example, one of the principal arguments that has been presented 
in the various hearings that we have held on all of these wage orders, 
or requirement of the law—and for the first time in the establishment 
of these wage orders we held hearings in each part of the State to give 
ample opportunity for testimony—is that industry, the industry 
affected by each of these orders, raised a number of important points, 
the principal one, however, being the competition from just across the 
river in the southern part of New Jersey; the Delaware River is the 
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only separation between Camden County and that lower industrial 
area from Philadelphia. Likewise in the northern part, the only 
boundary between New York and New Jersey is the Hudson River. 
And the industry constantly is raising the argument about the fact 
that their competition comes from New York, Philadelphia, and that 
it is unfair for us to establish a minimum rate higher than those that 
are existing in these other States. 

We had that problem in all of—we had that argument raised in all 
of these wage orders. And, incidentally, a representative of the 
chamber of commerce was heard to remark that if they could not get 
the modification during these hearings, why, they would see to it that 
they get it in the legislature through a reduction in our budget. 

I might announce, Mr. Chairman, that last week the budget com- 
mittee cut out all the new employees in our budget. So that we will 
probably have difficulties in enforcement as well. 

These are the handicaps that we have on a State to State—on en- 
forcing a State to State minimum wage. In these various industries, 
the opposition that we have in getting the laws enacted in the first 
place is great. I might mention that in the course of these hearings it 
was very interesting to note that the same arguments that were used 
in the 1930’s were still used against the establishment of a State mini- 
mum-wage order. The public hearings that were held on our recently 
issued mercantile minimum-wage order in New Jersey—at that hear- 
ing, representatives of various chambers of commerce shed copious 
tears over the plight of the small retail stores who their representatives 
claimed could never afford to pay the dollar-an-hour minimum wage 
under consideration. No mention was made of *ourse of the elimina- 
tion of these small-business men by the competition of the ever-grow- 
ing number of chainstores which are parts of giant mercantile 
enterprises. 

Senator Doveras. Did you say the State chamber of commerce was 
opposed to these orders? 

Mr. Hoiprrman. They are not on record; but it was notable that 
the representative of the State chamber of commerce advised each 
group as they came to these hearings—he sat with them and advised 
them apparently on the testimony that they were to offer. 

Many local chambers of commerce, however, did officially testify 
against these orders, most of whom raised, of course, the big argument 
about the plight of the small-business men in meeting a dollar mini- 
mum wage; that it would put so many of them out of business. I think 
the point that I made a few minutes ago about the fact that in the 
laundry industry in Atlantic County where the minimum was only 
40 cents an hour—lI think one cannot charge that the minimum-wage 
provision of 40 cents an hour caused the elimination of some 12 of the 
16 laundries over a period of the last few years. 

And I doubt very much whether it would be a substantial factor. 
I might mention also that one of the—that it was brought out in testi- 
mony from some of the supporters of the minimum-wage bill that in 
an area, in resort areas, such as Atlantic City, that workers were im- 
ported from various other States, principally Virginia and North 
Carolina—mostly Negro workers—for their seasonal business. They 
have their peaks and valleys of business. And during about 10 to 12 
weeks in the summer months they have a much higher business than 
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- do in the off-season. And at the end of that period they are laid 
or. 

Now, the result has been, the statistics show, that Atlantic City has 
the highest labor surplus in the State of New Jersey. Some of these 
workers obviously go back home. But many of them stay, recogniz- 
ing, as they do, that their opportunities for a better job is athens 
better in a Northern State than in a Southern State. They stay per- 
haps with relatives or friends and so on, in the hope of getting 
another job. 

In the meantime, however, they are recipients of local relief, or 
have to find some means, legitimate or otherwise, of taking care of 
themselves until another job opportunity comes up. 

They are a real burden on the community. And I think this con- 
dition is largely responsible for a large number of people who go on 
relief in a county such as that. And pes sure that the increasing of 
the minimum wage will do a lot toward helping to minimize that kind 
of a condition. 

Senator Autitorr. May I inquire there, sir: Again, I do not quite 
follow your conclusion. Do you mean that if the wages were raised 
that the employment would be raised in the community ? 

Mr. Hotperman. That the employment would be raised ? 

Senator Axxorr. Yes. 

Mr. Hotperman. No. I do not think so. 

Senator Atuorr. What chance would there be for these people to 
live up to their wages, whatever they were, so that in any event when 
they were unemployed they would be on the public? 

Mr. Hoxiperman. Perhaps they would, even at a dollar minimum 
wage. 

enator Axuorr. I have had a chance to observe them all my life, 
and not that I am opposed to the raising of wages, but that seems to 
be the tendency in that—well, to call it the unskilled worker group. 

Mr. Hotperman. Well, if they lived it up only during the period 
they were there, it would at least have its advantages of adding to the 
economy of that particular community in the additional purchasing 

ower. 
Te Senator Autorr. Yes. All I meant was that the raising of it does 
not raise the employment level. 

Mr. Houperman. No. 

Senator Atxorr. It has no relationship to that. 

Mr. HotperMaNn. It certainly helps to meet the human needs of the 
individual, however. They certainly can live better and so on. And 
certainly in an area such as that which has been—where minimum 
wages have been paid consistently—the laundry level at 46, restaurant 
level ranging from 2614 cents an hour to 53 cents—the conditions 
under which these people have to live at those wages certainly ought 
to give us some concern. 

Senator Arnorr. May I ask another question ? 

I believe you were formerly head of the CIO there? 

Mr. Hoiperman. That is right. 

Senator Attorr. Now, just based upon your experience—you re- 
ferred to this laundry situation several times—what in your opinion 
were the real reasons why the small laundries have difficulties appeared 
and big ones have taken their place? 
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Now, is it because of the advantage of bigger machines, better 
machines? Is it the more aggressive business attitude! Or what 
would you say it is yourself, sir? 

Mr. Horprrman. I think there were probably many factors. But 
I think those are the largest factors—the more efficient operation of 
your larger laundries, the fact that a larger business inevitably re- 
duces the opportunities of the small entrepreneur. And also the fact 
that they have now, I understand, in the laundry business perfected 
their route service to such an extent that they can cover wide areas. 
And that would tend to reduce the opportunity of small laundries. 

Senator Atxorr. Thank you, sir. 

Mr. HonperMan. I might mention this: I think one of the things 
that we ought to concern ourselves about where such minimum wage— 
where people have to live on such wages as they were compelled to 
live under in areas such as that—we certainly ought to be concerned 
about the insanitary conditions under which they are forced to live 
because of these wages. Certainly that ought to be particularly true 
insofar as food handlers, restaurant workers, and things of that sort 
are concerned. We oftentimes do not see it when they are serving us in 
restaurants, but we might be really concerned if we followed that 
waitress or that kitchen worker to the home and saw the kind of con- 
ditions under which they have to live because of the inadequate wages 
that they are getting. 

I might mention that we have had some support from a few of the 
newspapers in the State. I have one clipping here from one of our 
large daily papers, from the Bergen Evening Record of Hackensack, 
N. J., which under date of March 26 stated the following editorially : 

The wage minimum under Federal law was raised to $1 an hour at the first 
of this month. But the Federal law does not apply to thousands of people 
working at retail trade jobs in New Jersey. In nine big counties including 
Bergen, the minimum fixed by State law is now 60 cents an hour for women 
and minors. In the 12 others, it is 55 cents. For men there is no minimum. 

Going on: 


In Trenton now there are public hearings on an impartial board's recommen- 
dation to Labor Commissioner Holderman that the statement would be placed at 
$1. Two clergymen appearing as witnesses the other day observed reasonably 
that the discrepancy between the Federal minimum and the State minimum works 
to the disadvantage of the unorganized worker and may be a factor in delin- 
quency because poverty is a factor and enables some exploitation of women and 
minors. The only argument against the revision was reported by the president of 
the Consumers League of New Jersey who said some employers have complained 
they would have to hire more competent help. This is a calamity we could 
endure with fortitude, she commented. The point is well taken. If mercantile 
employers had to go into the market and engage people who could and would 
look livelier, they might made their customers happier in the long run, not to 
mention their employees and themselves as well. 


I think, Mr. Chairman, that I have probably about exhausted the 
many notes that I have here on the subject. 

Mr. Flemm and I would be glad to answer any questions that you 
might have. 

Saniatar Doveras. Thank you very much. 


Mr. Holderman, the argument for national minimum wage has been 
largely based on the fact of interstate competition and that the em- 
ployers in a given State were compelled to raise their wages or did 
raise their wages; but employers in other States did not, and that the 
employers in the first State or States would be placed in a competitive 
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advantage, since the market was national. Therefore, it is argued 
that since the market was national, we should have a national mini- 
mum. 

Now, the question I would like to ask is whether in the service and 
retail trades, the market is national, or whether it is not lecal? 

Mr. Ho~perMan. Well, Senator, you are asking for a legal defini- 
tion. And not being a lawyer 

Senator Doueias. I am not really asking for a legal definition. 

Mr. HoxperMan. It would be my observation, without any statis- 
tics to bear it out at the moment, however, that the large influx of 
huge department stores in the State of New Jersey certainly has taken 
over a great deal of the retail business in New Jersey, and wholesale 
business in New Jersey also; that the list of stores, with the possible 
exception of the J. C. Penney Co., Montgomery Ward, Sears, Roe- 
buck—the large list of retail stores that I read off here before have all 
come into New Jersey within the last 6 or 7 years. And newspapers 
have said that other stores, large stores, from other communities are 
also considering locating in New Jersey. Weare a fast-growing State. 
And new markets are opening every day. And, so, these larger stores 
are coming in. 

Senator Dovetas. Let me ask you this question: Would a housewife 
in Camden have a real choice between buying groceries in Philadelphia 
or in Camden? 

Mr. Hotperman. Yes, I think by and large until the last year Cam- 
den shoppers did most of their shopping in Philadelphia. 

Senator Doveias. And that, therefore, those shopping areas were 
competitive with each other? 

Mr. Hotperman. That is correct. 

Senator Doueias. Would the same thing be true of Jersey City and 
New York? 

Mr. HoupeRMAN. Yes. 

Senator Doucias. And Newark and New York? 

Mr. Hotperman. Yes. 

Senator Doveras. And the whole chain of industrial cities at or near 
the Hudson on the New Jersey side ? i 

Mr. Hotperman. That whole residential area in north Jersey, -a 
great deal of shopping is done in New York. 

Senator Doueias. Are you saying that low wages would mean lower 
prices and would, therefore, serve to attract shoppers to that area? 

Mr. Hotperman. To the New York area? 

Senator Dovaras. Well, to any given area? 

Mr. Hoxtperman. Well, I think until recently it was probably the 
lower prices, and probably a wider choice of goods, because New 
Jersey did not offer the same large store operation. But today that 
situation is changing. 

Senator Dovetas. What I am trying to get at is the argument for 
interstate or national action. And the question I raise is: Suppose 
for the time being that New Jersey is a low-wage State—and I 
assume that it is, I don’t know quite all of the facts—and suppose 
New York or Pennsylvania were higher wage States. Would the 
lower wages in the retail trade and service industries of New Jersey 
attract customers away from New York and Pennsylvania? Would 
lower wages lead to lower prices? Would the lower prices cause 
more purchasers from out of the State to shop there? 
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Mr. Hotperman. I think there is substantial evidence that was in- 
troduced by various employers who appeard before us in these hear- 
ings that that is a factor. 

Senator Dove.as. In other words, is it true that the employers used 
the argument of interstate competition as a barrier against enacting 
State minimum wages? 

Mr. Hoiperman. That is correct. That is one of the principal 
arguments that they used—was the competition from New York and 
Philadelphia. 

Senator Dove.as. Did you have a transcript of the arguments and 
testimony in those hearings ! 

Mr. Hovperman. No, we did not have transcripts. 

Senator Doveias. Would there be any reliable newspaper accounts / 

Mr. Hotperman. We have many briefs on the subject. 

Senator Dove.as. I wonder if you would be willing to lend us the 
briefs? I would like to have the staff examine the briefs to see whether 
this argument in interstate commerce was used against State action. 

Mr. Hotperman. We have a copy of the surveys made in the State 
of New Jersey in the various industries. 

Senator Doveias. You have spoken of the rather cold treatment 
which you have received from the New Jersey Legislature when you 
attempted to deal with these matters. You do not have to reply to this 
question unless you wish todo so. And failure to reply will not be con- 
strued as taking the fifth amendment. 

Do you have any more confidence in the Congress of the United 
States in dealing sympathetically with this matter than the New 
Jersey Legislature ? 

Mr. Hotperman. Yes, sir, I think so. I don’t think they are subject 
to the local pressure that they are subject to in the State legislature. 

Senator Doucias. Why do you think we are more responsive to 
popular need than the legislature of New Jersey / 

Mr. HotpermMan. Hasn’t that been the whole history of social legis- 
lation? That generally the States have followed the lead of the Fed- 
eral Government rather than vice versa ¢ 

Senator Doueias. Well, there are some pioneering States. I would 
say you always have pioneering States. 

Mr. Hotperman. New Jersey has not been one of them. 

Senator Dove.as. Oregon and Massachusetts were the pioneering 
States. 

Mr. Houperman. I might say that New Jersey had a reputation 
some years ago of being a haven for the sweatshops of New York. 
And it has not quite gotten over that. 

Senator Atnorr. You said a haven? 

Mr. Houperman. Yes, a haven; not heaven. Well it might have 
been a heaven for the sweatshops also. 

Senator Doveias. Why do you have more confidence in the Congress 
than in the New Jersey Legislature which is closer to the problem? 
Is this the pathos of distance and the attraction of distance, so to 
speak? 

eM. HouperMAN. Well, as I said before, we have not been notori- 

ously one of the outstanding States on social legislation, No. 1. And, 
No. 2, of course, the lack of—they are not as susceptible to local 
pressures. 
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Senator Doveras. Why is that? 

Mr. Hovtperman. I think, No. 3—— 

Senator Dovuaias. Why are we more susceptible to local arguments 
than your legislature in Trenton ? 

Mr. Horperman. I didn’t use the word “arguments”; I used the 
word “pressures.” 

Senator Dovetas. Well, why should we be more susceptible to pres- 
sure than the legislature in Trenton ¢ 

Mr. Hotperman. I said they were more susceptible to local pressure. 

Senator Dovenas. I see. 

Mr. Hotperman. And third of course this other reason that you 
mentioned before about a State like New York which is pretty much 
controlled by acres rather than people. And I think that is largely 
responsible for the lack of consideration of these ewe oe 

Senator Dovetas. I am glad you stressed that point, because we 
brought that issue out on the floor of the Senate a few weeks ago. And 
nearly all the industrial States are largely ruled by the nonurban 
counties. And certainly, the industrial population is not represented 
in the State legislature in proportion to its numbers. 

Connecticut, Rhode Island, conspicuous cases; New Jersey, another 
case; New York, a partial case; Maryland, a very bad case; my own 
State of Illinois; Michigan; Minnesota; a great many States of the 
Union. 

And it is interesting that the President’s Commission on the Fed- 
eral-State relationships which was originally headed by Dr. Manion, 
but who was succeeded by an eminent Chicago citizen, in its report, 
said that one reason why people were turning to the national Govern- 
ment rather than to their State legislatures for relief was because the 
State legislatures were unrepresentative by and large and were pri- 
marily controlled by rural counties. And that as a result the cities 
largely felt that they could get greater relief from the National Gov- 
ernment. 

Do you think that is true? 

Mr. Horperman. I think so. 

Senator Dovexas. Is there any chance of your changing your rep- 
resentation in the legislature of New Jersey ? 

Mr. Hoxtperman. Not the slightest. The constitution—that has 
been taken care of in the constitution so that even in the assembly we 
can have no more than 60 representatives. They can be distributed 
in various way according to population. But you cannot exceed it. 
And it is very unlikely—at least in the foreseeable future—that we can 
get a constitutional amendment that would provide for any difference. 

Senator Dovetas. Well, why can’t you amend your constitution ? 

Mr. Hotprerman. Theoretically, we can. 

But you will recall that in 1944 a movement was started to set up 
a constitutional convention to amend the constitution which had not 
been touched since 1844. We were 4 years getting a constitutional 
convention that did something at that time that was helpful. And 
one of the provisions in getting that, that was set up by the legisla- 
ture, was that we could have a constitutional convention providing 
we did not touch the basis of representation. 

Senator Doveras. In other words, that south Jersey insisted that 
it was to have a perpetual stranglehold on the State, as the price for 
permitting other features of constitutional reform. 
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Mr. Horperman. That is right. And, incidentally, that was the 
form in which the question was put before the electorate in 1946: 
“Shall we have a constitutional convention providing that basis of 
representation shall not be changed?” 

Senator Dovetas. That is all the questions I have. 

Senator Atxorr. Do you mean to tell me that the great State of 
New Jersey has no power of initiative in their constitution ‘ 

Mr. Hortperman. There is provision for it, but very complicated pro- 
vision. 

One is that any question about any—or revisions of the constitution 
must be passed by two sessions of the—by two successive sessions of 
the legislature before the question would be or can be put before the 

wublic. Or, if it’s passed by a two-thirds vote of the legislature, it may 
be put before the people at the next election. is. ii 

Senator Atiotr. You have no power of petition, direct petition, 
and initiative. 

Mr. Hotperman. No. That was ruled out. An amendment was 
made to get it in 1947 and was ruled out. 

Senator Atrorr. Well, although there have been numerous slight] yv 
disparaging remarks about the rural areas of the country, I am glad 
that my own State has such a law, and that anyone who thinks the 
Constitution should be amended can do it and carry his case to the 
people. 

I would like to ask you 1 or 2 questions. 

Isn’t it a fact, Mr. Holderman, that with respect to competition 
in the retail trades, the competition is almost entirely one within that 
area’ In other words, grocery stores compete with other grocery 
stores in that area? For your most part, your other stores do also; 
is that not correct ? 

Mr. Horperman. Generally speaking, yes. But that does not al- 
ways respect the State line. An area might lap over into another 
State such as it does in the Philadelphia and New York areas. 

Senator Antnorr. How do the wages paid in a retail store affect 
interstate commerce ? 

Mr. HotpermMan. How does it affect interstate commerce ! 

Senator Atxorr. In any given store, yes how would it affect inter- 
state commerce / 

Mr. Hotperman. Well, I do not think I am prepared to answer 
that. I think that is much more of a legal question in an economic 
question. 

Senator Atuorr. Well, I am asking it only in an economic sense. 
I am very genuinely concerned about this question. I am genuinely 
concerned that we approach this thing not from the standpoint of 
just the big cities and just the big crowded areas. There are other 
— in the United States, too. 

Mr. Horperman. That is right. We are concerned about the other 
people, too. But I think basically the minimum wage—at least the 
minimum-wage orders in New Jersey—deal primarily with the wages 

that are unreasonable and oppressive. And from that point of view, 
I think first consideration, regardless of the effects that it may have 
on interstate or intrastate industry—I think these human needs have 
to be fulfilled and cannot be fulfilled unless there is some reasonable 
relationship with the amount that they receive and the needs, the 
family needs, that they have. 
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Therefore, it seems to me that the question that industry has to—- 
I think the question that these industries which are now developing, 
which are such huge chains, have to ask themselves is what is their 
responsibility toward our general economy and toward meeting the 
human needs of the people that they employ. 

I think that is what we are driving at in this thing. And if their 
present profit and less statements won’t permit them to meet the 
added cost of these, I think they have to adjust their business ac- 
cordingly. 

Senator Axtxorr. Well, suppose that adjusting their business ac- 
cordingly throws a lot of people out of work, and you have not ac- 
complished anything? 

Mr. Houperman. I don’t think it will. I think the history of 
minimum wages has shown that on the Federal level, at least, it is 
shown that employment has grown as purchasing power has increased. 
Unemployment has not risen as a result 

Senator Auxorr. It also grows as a result of education. 

Mr. Hotperman. Yes; that is true. 

Senator Aznorr. And that experience has followed through 
throughout our history. 

Mr. Ho.perMan. As a result of education ? 

Senator AtLorr. Yes, sir. Just as much as the other. 

But I suppose you say, through the testimony, the details of which 
I don’t sect, last year, in which it was demonstrated that a wide 
scale minimum wage clear across the board would throw numerous 
industries, particularly in the South, out of business. So you are 
confronted, and this committee is then confronted, with whether it is 
better to raise their wages and throw them out of work or let them 
work for what they can be paid. 

Mr. Hotperman. Didn’t the experience show in the establishment of 
Federal minima years ago that while there may be some temporary 
adjustment, that the increasing purchasing power permitted the tak- 
ing up of that slack. As people consumed more goods, there was 
increased employment in those particular fields. 

While it was true that there was some shift in work force, never- 
the less that took up the slack and certainly provided for the human 
needs of those who were the recipients or were the beneficiaries of 
those laws. 

Senator Atitorr. How does New Jersey’s minimum wage standards 
compare with your neighbor’s, New York, Pennsylvania ? 

Mr. Hoiperman. I can only give you 1 or 2 examples. The mer- 
cantile industry at the present time is 75 cents an hour in New York. 
The present minima, because this new one that I described, has not 
gone into effect; and it is now 60 and 65. Or rather 55 and 60 in New 
Jersey. We are lower than New York State. I understand, how- 
ever, that last week the commissioner of labor in New York appointed 
a wage board for the mercantile industry. So, it is likely that there 
0 be some change there. What it is, what it will be, I have no 
idea. 

Senator Atnorr. And what about the State of Pennsylvania ? 

Mr. Houperman. They do not have any. At least, none enforcible. 
I think there was some court action on it years ago.. 
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Mr. Fiema. They never did pass any order other than a laundry 
order in Pennsylvania. And every time they attempted anything, 
Bucks County Court said it was unconstitutional. 

Senator Atxorr. Do you find that the lack of minimum wages in 
Pennsylvania has led to a great outflux of business to Pennsylvania 
from New Jersey? 

Mr. Hotperman. From New Jersey into Pennsylvania? 

Senator Autuorr. Yes. 

Mr. Hortperman. An outfiux of industry to that State, no. 

Senator Atvorr. Industry and business, toof Retail business 

Mr. Horperman. I dare say, Senator, that probably one of the prin- 
cipal factors or one of the principal reasons for the fact that Phila- 
delphia was almost completely a market area for the residents of 
southern Jersey probably was due to the lack of minimum wage and 
the lower wages paid in the Philadelphia market. 

For example, a has not been a a department store in the city 
of Camden in spite of the fact that they have some hundred and fifty 
thousand po silation until this year, when Strawbridge & Clothier 
moved into the Camden area. 

Senator Atxorr. Couldn’t that be traceable—I don’t know that 
particular community—but couldn’t that be traceable to other things? 
Communities also lack initiative. 

Mr. Hoxperman. I wouldn’t say so. I think there is enough busi- 
ness initiative in New Jersey so that if the market was favorable in 
the south Jersey area that they would 

Senator Atiorr. Well, wuld you say that the difference is the rea- 
son that they have not had large department stores in Trenton—or 
Camden rather? 

Mr. Hotperman. I think it is a contributing factor. Then, inciden- 
tally, I did not mention the fact that only recently has Trenton had 
any substantial-sized department stores. 

I don’t think there is any in the Phillipsburg area. 

Mr. Fiemm. Phillipsburg is a large manufacturing area with prac- 
tically no retail trade. All the retail trade goes across the river to 
Easton. 

Senator Anvort. I would call your attention to the fact that there 
are numerous other twin cities in the United States in which you find 
all of the retail, or practically all of the retail, development in one of 
the cities, and almost none in the other. And in my opinion at least— 
I cannot put much emphasis on the wage factor—but I do not think it 
makes that much difference in the business relationships. 

Mr. Hotperman. Well, I am not an accountant, but it seems to me 
that it is a very strange coincidence that that same condition does 
exist on the northern border in New York State in that market area 
where there was a minimum wage in both New York and New Jersey, 
an enforcible minimum wage, and where competition was more even 
than it is in south Jersey. 

Senator AtLorr. Well, is there an influx from New York to New 
Jersey ? 

Mr. Hotperman. There is now; yes. Very substantial in the last 
few years. 


Senator Attorr. Would you say that is due to the difference in 
wages? 
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Mr. Hotperman. Possibly it may be a factor. I think it is a com- 
bined factor. I think there are a number of factors. One, the very 
rapidly increasing population in northern Jersey. And being closer 
to that, making it more convenient to the customer capturing a larger 
market there; and also the possibilities that our minimum wage is 
possibly lower than the one in New York State may also have been 
a contributing factor. 

Senator Auvorr. I think that is all. 

Senator Dovetas. Thank you very much. We will meet again 
tomorrow at 10 o’clock. 

(Whereupon, at 12:35 p. m., the hearing recessed to reconvene at 
10 a. m., May 9, 1956.) 
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WEDNESDAY, MAY 9, 1956 


Unrrep States Senate, 
CoMMITTEE ON LaBor AND Pusiic WELFaRe, 
SUBCOMMITTER ON Lapor, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10 a. m. in 
room P-63, United States Capitol, Senator Paul H. Douglas (chair- 
man) presiding. 

Present : Senators Douglas and Allott. 

Also present: Stewart McClure, staff director; John S. Forsythe, 
general counsel; Michael Bernstein, minority staff director; Mary 
DiDio, professional staff member. 

Senator Dovatas. The committee will come to order. The first 
witness this morning is Mr. Al Whitehouse, director of the industria] 
union department, AFL-CIO. 

We are very glad to have you this morning. You are accompanied 
by Mr. Jack Barbash ? 


STATEMENT OF ALBERT WHITEHOUSE, DIRECTOR; ACCOMPANIED 
BY JACK BARBASH, DIRECTOR OF RESEARCH, INDUSTRIAL UNION 
DEPARTMENT, AFL-CIO 


Mr. Wutrenovse. He is director of research of the industrial union 
department. 

The industrial union department of the AFL-CIO appreciates this 
opportunity to present its views on the legislation under considera- 
ion by your subcommittee. We are the newest trade department of 
the merged federation and, in fact, the industrial union department 
is a direct result of the merger. The department is composed of 72 
affiliated unions with more than 7 million members. 

The main object of the industrial union department is to promote 
the interests of industrial unions within the AFL—-C1O consistent with 
the principle established in the AFL-CIO constitution that both 
craft and industrial unions are appropriate, equal, and necessary as 
methods of union organization. 

There is no legislative objective closer to the interests of industrial 
unions than the enactment of a sound and inclusive Federal minimum- 
wage law. 

By the time these hearings are over, you will have heard from all 
of the groups in interest. President Meany and Mr. Ruttenberg have 
already presented the position of the AFL-CIO on the pending legis- 
lation. Various affiliates of the AFL-CIO and of the industrial 
union department will concern themselves with special aspects of the 
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legislation as it affects them directly. We should like to let the record 
show our endorsement and support of the AFL-CIO position on this 
legislation. 

And rather than repeat at length what you will get from other 
witnesses, what I would like to do in behalf of the industrial union 
department is to address myself to certain broad policy considerations 
which should affect your judgment in reporting out a sound bill. 

Your subcommittee, Mr. Chairman, and the full committee of which 
it is a part is in an extraordinary good position to be well informed 
on the coverage problems before you. Although, in the main, you 
amended the wage provisions of the Fair Labor Standards Act last 
year, your hearings also explored the problem of adequate coverage 
in considerable detail. 

In fact, I think the subcommittee deserves considerable commenda- 
tion for the quality of its record on the coverage issue, for that record 
shows a proper regard for the facts and the interests of all groups 
involved. In a very real sense, you now have a record which is fully 
adequate as a basis for the intelligent discharge of your legislative 
responsibilities in reporting out a sound bill extending the coverage 
of the Fair Labor Standards Act. 

In fact, the record is so good that we can document our own views 
through the record before you. That record points up the problem 
very shar ly. 

It is this: Shall the crazy quilt of specific exemptions written into 
the law and the restrictive application of the Federal commerce juris- 
diction written into the law, be permitted to frustrate the stated 
objectives of the law ? 

We think that you will resolve the issue in the way that it should 
be resolved by removing the exemptions in the main and broadening 
the commerce application of the act. 


PURPOSES OF FAIR LABOR STANDARDS ACT 


The objective of the Fair Labor Standards Act is to correct, and 
as rapidly as possible to eliminate, in industries engaged in commerce, 
labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well- 
being of workers, without substantially curtailing employment or 
earning power. 

From the act’s declaration of policy and from the facts of economic 
life, I think it is possible to be even more specific as to the purposes 
which minimum-wage legislation must serve. 

1. Workers in American enterprise should have the opportunity, 
protected by law, to work for wages consistent with the maintenance 
of a standard of living necessary for health, efficiency, and general 
well-being. 

2. Workers covered by collective bargaining have, in the main, 
achieved the standards set forth by the law. Therefore, it becomes 
all the more important for the law to enforce this public policy as 
to the workers who, for one reason or another, are not conliatal by 
collective bargaining. 

3. The fact that large numbers of workers are denied an oppor- 
tunity—protected by law—to work under decent standards is not only 
harmful to the workers affected but constitutes a threat to the well- 
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being of the whole community. It is the community, in the last 
analysis, which must pay the social cost of substandard wages. 

4. To be sure, this policy of affording an opportunity to work for 
decent wages has to : enforced with due regard to the ability of 
enterprises to sustain this responsibility. Here we have in mind 
the family farm and the family owned and operated business known 
as Mom-’n-Pop shops. 

5. The wage-and-hour standards ought to be set in such a way 
that they are equitable as between workers and as between enterprises 
sunilarly situated. 

6. The standards ought to be administered in such a way so that 
they are understandable and enforceable. 

7. This is very important: The problem of decent wages as a 
matter of public policy is a national problem, not a local problem. 
A national problem, no law which undertakes to set wage-and-hour 
standards can afford to exclude from its coverage enterprises and 
industries which are of the very warp and woof of commerce among 
the States. Our economic life has become so interconnected and 
interdependent that nothing short of a national attack on the problem 
of fair wages will suffice. 

How have we measured up to these purposes in the Fair Labor 
Standards Act as it now stands ¢ 

We have, to be sure, made progress in raising the minimum wage 
last year so that it is more nearly like the one necessary to the main- 
tenance of a minimum standard of health and efficiency. The $1.25 
minimum urged by organized labor would have brought us even 
closer to this goal and we do not intend to relax our efforts to raise 
the minimum. 

At this time, however, we are concentrating our efforts on the need 
for the extension of coverage. In this respect the present legislation 
has, for many years, fallen particularly short of the purposes which 
the law should serve. 

The application of even the $1 minimum is drastically restricted by 
the coverage provisions of the Fair Labor Standards Act, so that the 
Labor Department’s statement that— 


coverage is spotty, contains wide gaps, leaves many important areas unregulated, 


and is in general rather planless in terms of the economic ills it is intended to 
cure— 


is fully justified by the record before you. 

Moreover, the specific exemptions, when put together and adminis- 
tered as one piece of legislation, have resulted in a fantastic adminis- 
trative mishmash. Again we point to the record before you. The 
Department of Labor in discussing the exemptions for the nonagri- 
cultural handling and processing of farm products has said: 


Some establishments in some industries are eligible for 2 or even 3 of these 
exemptions. In the same establishment, and at the same time, an employer 
may have some employees to whom both the minimum wage and the overtime 
provisions of the act do not apply, and others to whom he must pay the minimum 
wage but need not pay time-and-a-half for overtime. To some of these latter he 
need not pay any overtime at any time, but to others he must pay overtime 
after a 14-week period. At the same time he may have some employees to 
whom he must pay the minimum wage and overtime at all times. Or, to some of 
his employees, an employer need not pay the minimum wage, or the time-and-a- 
half for overtime during 1 week, but must do so another week, when they have 
not participated in some specified activities. Moreover, it is entirely possible 
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that two or more of these provisions of the act may be applicable to the same 
employee at the same time. 

The exemptions and exclusions have the effect of hurting the group 
of workers least able to protect themselves through collective bargain- 
ing. Indeed, one gets the strong impression that the exemptions and 
exclusions almost have been deliberately designed to hurt the workers 
who need the protection the most. The workers in wholesale and 
retail trade are among the most grievous sufferers from the lack of 
the coverage by the act. Yet fewer than 20 percent of the — 
employed in wholesale and retail trade are subject to collective 
bargaining. 

Union organization is also exceedingly low among employees en- 
gaged in the handling and processing of agricultural commodities. 
Here, too, the law deprives large segments of these workers from the 
full protection of the wage and hour provisions of the law. 

The inequities produced by the coverage of the law—or rather by the 
lack of coverage—is nowhere more clearly illustrated than in whole- 
sale and retail trade. According to the Labor Department’s analysis: 

The present language of the act protects all employees in some of these whole- 
sale establishments, but in most establishments only a part of the employees are 
protected. Some empioyees may be subject to the act and some are not. The 
result of this is that many wholesalers are inadvertently violating the act and 
that many employees who are subject to the act are not receiving its benefits. 

The employers and not only the workers in wholesale trade are sub- 
jected to these inequities. Your record contains evidence that the 
wholesalers seem to be more concerned with the lack of equal treatment 
of competing firms than with the wage-and-hour standards of the law. 


The commerce jurisdiction of the act is worded in a way that cover- 
age turns solely on the character of the industry or enterprise in which 
he is working. It has been possible under this language for a United 
States circuit court to find that the employees of the operating offices 
of the Household Finance Corp. were not protected by the act even 
though these offices are part of a— 


vast international personal finance system, even though it is organized, financed, 
and managed on an interstate and international basis, and depends on a con- 
tinuous interstate flow of funds, reports, and other documents. 

Senator Doveras. From what is that quotation ? 

Mr. BarsasH. The quotation, Mr. Chairman, is from the United 
States Department of Labor’s characterization of the situation. 

Senator Doveias. Thank you. That was in the brief that they 
submitted last year? 

Mr. Barsasn. In appendix H on page 1790. 

Senator Doveias. Thank you. 

Mr. Wurrenouse. The employees of giant enterprises in personal 
credit, construction, department stores, motion picture theater, hotels, 
limited price variety stores, whose operations range across Many 
States are beyond the reach of the act’s protective standards. 

It is absurd for a law to pretend to be national in scope and yet fail 
so conspicuously to protect the employees of these interstate enter- 
prises whose transactions are deeply imbedded in the flow of commerce 
among the States. 

The purpose of the act, as we understand it, was to provide minimum 
standards of wages and hours for America’s workers and to prevent 
undue exploitation in this Nation. While the act has helped substan- 
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tially, its loopholes are so large that almost as many American workers 
are today denied protection as are protected by the law. Contrary to 
popular opinion, the Fair Labor Standards Act has not established a 
complete floor under wages. It has, instead, built a shelf supporting 
somewhat over half of our working population and casting only a 
shadow over the remainder. 

The national character of the minimum-wage problem is under- 
scored by the ineffectiveness and inadequacy of the State minimum- 
wage laws to do a competent job of protecting workers from the evils 
which the Fair Labor Standards Act seeks to eliminate. In general, 
as the material in the committee record indicates, the State laws cover 
only a minor proportion of the workers who need the protection. The 
standards which have been set under these State laws are sadly out- 
of-date with living conditions and costs in 1956. 

The original act had serious defects from the standpoint of breadth 
of coverage. But these defects were compounded when the 1949 
amendments added extra limitations on coverage by the introduction 
of new exemptions and by further narrowing the definition of pro- 
duction so as to apply to fewer employees. This in face of the fact 
that our economy is becoming increasingly interdependent. 

The dollar minimum that is established in the act is woefully in- 
adequate for an American standard of life. Nevertheless, even this 
minimum standard of wages and overtime pay is still denied to mil- 
lions of our citizens. In the light of present day abundance and 
prosperity, denial of this legal protection to any substantial segment 
of our people is morally as wh as salbenionily untenable. 


EXEMPTION MYTHS 


The failure of the law to fulfill its own objectives is in large part 
due to the acceptance of certain myths. The facts are already at 
hand in the record before this committee to puncture these myths. 

The first myth has been perpetuated by what may be called the 
wolf in sheep’s clothing dodge. Accordingly, one of the expedients 
by which the workers of wholesale and retail trade have been teuntved 
of the law’s protection is for the employer to assume the protective 
coloration of family enterprise. 

By what magic can department store and grocery chains or theater 
chains, for example, each with thousands piel be treated as 
a Mom-’n-Pop corner grocery store? As for the latter, we have said, 
and we say again, that we have no interest in subjecting the genuine 
family store to the Fair Labor Standards Act. 

The “wolf in sheep’s clothing” expedient also seems to be handy 
for depriving the workers in the “factories in the field” from the 
protection of the law. We hope that the Congress will not let the 
corporation “farms,” with their hundreds and even thousands of em- 
ployees, get away any longer with putting on Farmer Jones’ galluses 
every time somebody mentions the need for decent wages, hours, and 
labor relations for their employees. 

Let the record also show that we are not suggesting that Farmer 
Jones’ family-operated farm be required to comply with the Fair 
Labor Standards Act. 
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Then there is the “grass will grow in the streets” myth. It runs 
something like this: it is impractical, ruinous, impossible to apply 
wage-and-hour standards to certain types of employment. 

Most of the time these portents of ruin will not bear examination. 
These are the same prefabricated arguments which are trotted out 
to oppose all social legislation. ‘They were used to oppose social se- 
curity, workmen’s compensation and unemployment insurance. They 
were used when the Fair Labor Standards Act established a 25-cent-an- 
hour minimum and later when you enacted a 75-cent-an-hour mini- 
mum. Authoritative investigations of the effects of these minimums 
have demonstrated that these prophets of gloom and doom were work- 
ing with clouded crystal balls. By way of specific illustration, still 
from the record before you: 


In 1941 the Wage and Hour Division made a survey of the effects of the original 
1938 act on the wholesale grocery trade. This is the branch of wholesaling 
which had required the longest workweeks. The study showed that the average 
wholesale grocery house had succeeded in achieving rather marked reductions 
in hours of work, accompanied by some gains in employee earnings and without 


substantially increasing costs. 

In 1954, departmental hearings were conducted by a Labor Depart- 
ment examiner on the definition of the “area of production.” The tes- 
timony from industry spokesmen in the fresh fruit and vegetable, 
dairy products, peanuts, grain and cotton industries indicated that 
the payment of the 75-cent-an-hour minimum by establishments not 
within the exemption caused no economic hardship. 

Senator Doucias. The same argument was used last year in con- 
nection with the dollar-an-hour increase which was put through. And 
of course, this provision came into effect on the first of March, or 
something over 2 month ago. 

Now, I notice that the administration has issued statements saying 
that employment has increased since the first of March, so that at 
least it cannot be said that this has had any calamitous effect wpon the 
volume of employment, can it? 

Mr. Warrenovse. It certainly cannot. The theory that more to 
spend, more buyers, more comers looking for market places with 
something to sell, and they can buy more with a dollar than they can 
with 15 cents, and as in my own State in Kentucky, even as low as 
a miserable 20 cents an hour for laundry workers, for instance. 

Senator Dovetas. You remember that the administration was very 
much opposed to the dollar-an-hour figure, saying that if wages were 
increased beyond 90 cents it would substantially, in their judgment, 
curtail employment. 

Has the record for the last 2 months indicated that these fears of 
Secretary Mitchell and others have been borne out by the facts? 

Mr. Wartenovse. No, it has not. Because employment is increas- 
ing, and business is getting better. 

Senator Dovueias. At least so the administration says. 

Mr. Wurrenovuse. That isright. They prove our case. 

Another serviceable standby argument for the perpetuation of 
exemptions hinges on the untenable theory that the workers must bear 
the consequences of the risks which properly belong to enterprise. So 
we hear that the request for exemptions for southern logging from 
the overtime provisions is required by the irregular hours due to 
weather conditions; or that “natural” factors make wage and hour 
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regulation in the fishery and maritime industries impractical; or that 
seasonal peaks require exemptions from the overtime provisions. 

These are risks of enterprise which should not be passed on to the 
workers. In any case, many of these risks are, in fact, more amenable 
to planning than is indicated by the supporters for these special 
exemptions. 

Finally, there is the folklore which is used to justify exclusion of 
retail workers from the benefits of wage and hour regulation, to the 
effect that, if wages are low, so is unemployment. And, moreover, this 
folklore runs that retail workers have good annual earnings and the 
industry employs older women who couldn’t work anywhere else. 

An investigation of the facts reveals that there is no basis to this 
folklore. Annual earnings are lower in retail trade than in almost 
every other industry group. Unemployment in retail trade is actually 
higher than for all wage and salary workers combined. Retail trade 
is not the sole source of employment for older women. In short, the 
advantages which are supposed to compensate the workers for real 
wages in retail trade are largely illusory. 

To sum up our position briefly : 

1. The Fair Labor Standards Act, in Mr. Justice Burton’s words, 
“declared its purpose in broad and sweeping terms. Breadth of cov- 
erage was vital to its mission. Its scope was stated in terms of sub- 
stantial universality.” 

2. The mission of the act still remains unaccomplished. 

3. It is up to the Congress now to fulfill the mission and give to 
the act a scope which is consistent with its purpose and with the reali- 
ties of economic life in our times. 

Senator Doveias. Thank you, Mr. Whitehouse. 

Mr. Wuirenovse. Mr. Chairman, I would like to close my testimon 
with recalling that I spent 4 days last month in the city of Pittsburgh 
along with some 400 other economists and representatives of industry, 
farms, and a cross section of all of our economy in our country under 
the auspices of the National Council of Churches of Christ in America 
at a study conference for 4 days in which we were studying the effects 
of this new age of abundance here in America, and the responsibilities 
that it entails, the moral responsibilities that we who are fortunate 
to have this abundance find those pockets of need here in the midst 
of this abundance—a paradox which weighs heavily on people who 
are thinking—think of selling our Americanism, against the onslaughts 
of communism and all other isms. 

And it is to those aspects that I would like to close. I have referred 
to the moral obligation in this, that I do not see how it can be escaped 
im this age of abundance that we have to see that it is distributed cer- 
tainly to those who are ready, willing and able to work. And when 
I ay “distributed to them,” I mean the basic necessities of a good life. 

ank you very much for your courtesy in listening tome. And I 
enjoyed it very much. 

Senator Doveras. Mr. Whitehouse, there have been, I think. three 
suggestions made for broadening the scope of the Fair Labor Stand- 
ards Act. One is to give it ictitegtinlte the same coverage as the 


National Labor Relations Act. And that is the position which was 


taken yesterday by Mr. Meany and by his technical expert, Mr. Rut- 
tenberg. 
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The second standard would be to say that it should apply to firms 
in wholesale and retail trades, service, amusement, and so forth, which 
are interstate in character—chainstores, chain hotels, chain movies, 
and so on, and chain finance companies. 

A third standard which has been suggested is that of dollar volume. 

Now, do you have any comments which you would like to make on 
any one of these three standards? Or would you care to have Mr. 
Barbash discuss them ¢ 

Mr. Wurrenouse. Nothing other than full support of them. 

Senator Dovetas. Of the position taken yesterday ¢ 

Mr. Wurrenouse, Yes, sir. 

Senator Dovetas. Which is to have the coverage identical with that 
of the National Labor Relations or Wagner Act ? 

Mr. Wurrenouse. Along with the other ones that you just men- 
tioned. 

Senator Doveias. You mean use all 3, or any 1 of the 3. 

Mr. Barsasu. I think the proposal of the AFL was mutually ex- 
clusive tests, weren’t they ¢ 

Senator Doveias. No, they were not mutually exclusive. 

Mr. Barsasn. That is to say, they were “or” tests. 

Senator Dovucias. Yes. Which meant that any one of them could 
apply. 

Mr. Barpasu. Yes. 

Senator Doveias. Mr. Meany and Mr. Ruttenberg produced figures 
indicating that they would broaden coverage by approximately 
9,600,000. 

Mr. Wurrenouse. That is what I understood you to say, that they 
were all proposed as tests. 

Senator Doveias. Well, others have proposed these other tests 
separately ; that is, that the tests should be interstate conduct of busi- 
ness, or dollar volume. 

But you think that coverage should be the same as the National 
Labor Relations Act. 

Now, in practice, is it not true that for administrative reasons the 
National Labor Relations Board has abstained from taking jurisdic- 
tion in cases where the volume of business is less than a million dollars 
a year, in many of these fields? 

Mr. Wurrenouse. How much? 

Senator Dovexas. A million dollars a year. 

Hasn’t the million-dollar-a-year test been used ? 

Mr. Barsasu. It has, Mr. Chairman, but this has purely been a test 
which it, itself, has applied. It has, of course, in the past—this is one 
of the hallmarks of the new trend in Board policy. And in the 
past, the Board, I think, has effectuated a more liberal and generous 
policy with respect to jurisdiction. And even the present Board indi- 
cates that its choice of jurisdiction is a matter of choice on its part. 
And this choice has been subject to considerable criticism on the ground 
that it has left wide areas unprotected by the law, so that the choice of 
the National Labor Relations Board, I think, has been pretty clearly 
dictated by a policy rather than by efficiency, as has been pointed out in 
other places here. 

Senator Dovetas. Now, may I ask this: 

You say that you do not want to include the family stores or the 
family farm. Would you include the store which had 1 or 2 clerks? 
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Mr. Wuirenovuse. Certainly we could agree on a definition such as 
“cover the right of elections in plants” or “to come under unemploy- 
ment insurance” and things of that sort. In lots of cases, it is 4 or 
more. In some places, it is 2 or more. 

Mr. Barsasn. I think the A. F. of L. statement, Mr. Chairman, is 
pretty clear on the extent of jurisdiction which it seeks to exercise in 
wholesale and retail trade. They talk about, in the case of retail 
trade, 5 or more establishments, or annual volume of sales or services of 
$500,000 or more, or more than 25 percent, or more, of its annual 
dollar volume of sales to customers engaged in mining, manufacturing, 
transportation or communications business. 

Under any 1 of these 3 tests, I question whether you would find 
a store very ennai with 1 or 2 employees. 

I think that the 1 or 2 employees would be washed out by the tests 
which the AFL-CIO, and which we support, have suggested. So that 
to all intents and purposes, the genuinely small enterprise with 1 or 
2 clerks would not fall within the category here. 

Senator Doveias. What would you say to a numbers limitation of 
establishments in retail] trade employing more than X workers? 

Mr. Wuirenouse. It is a question of whether the number of workers 
or the volume of business would do the—well, in some types of busi- 
ness, maybe with just 1 person, they would meet the money test, where 
with 50 employees they might not make as much money. 

So, there is a real problem there, in that I do not think you can 
take—— 

Senator Dovenas. A brokerage house with a few employees would 
have a very high volume of turnover. 

Mr. Barpasu. And certainly a brokerage house is an instrument of 
commerce, if anything is. In any case, Mr. Chairman, I think these 
questions with respect to retail trade could be more expertly answered 
by the retail witnesses. We are not, as you know, experts in this par- 
ticular area. 

Senator Doveias. Have you given consideration to the question of 
constitutionality ; whether this would properly fall under the com- 
merce clause of the constitution ? 

Mr. Barpasu. I have not given it any consideration. But we have 
an answer even though. 

I think that Mr. Justice Burton’s decision which we have quoted here, 
and all of the other leading constitutional decisions, indicate that 
there is no question, I think, about the constitutionality of this kind of 
commerce application. 

Senator Tomite. Are you arguing that because the Supreme Court 
has approved—I believe it has approved—the application of the 
National Labor Relations Act to retail trade and to certain other 
branches, that if the Government has constitutional power to guar- 
antee collective bargaining in these industries, it would similarly have 
power to fix minimum wages ? 

Mr. Barpasu. I do not think there is any question about it; because 
the Taft-Hartley law represen‘s perhans the broadest application of 
the commerce power conceivable. And on the commerce it has been 
universally sustained in the Supreme Court. 

The Fair Labor Standards Act, even with our amendments, would 
constitute, I think, a narrower application of commerce. And if the 
commerce application has been sustained in the Labor Relations Act, 
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I think there would probably be no question that it would be sustained 
here, sir. 


Senator Douetas. Senator Allott? 

Senator Atxorr. Just one question. 

On page 7 of your statement, you say : 

We hope that Congress will not let the corporation farms with their hundreds 
and even thousands of employees get away any longer putting on Farmer Jones’ 


galluses every time somebody mentions the need for decent wages, hours, and 
labor relations for their employees. 


Do you know of any farms that employ hundreds or thousands of 
workers ¢ , 


Mr. Barsasn. Yes. 

Senator AtLorr. Where are they ? 

Mr. Barpsasn. Just to pick a name out of the hat, the DiGiorgio 
Farm in California. And I call to your attention, sir, the record of 
the Labor Department, in the form of appendix H, in volume 3 of 
your committee, which deals with the growth in the size of farms. 

Senator Atxorr. You have picked out a single instance, and I know 
of perhaps two others that might fall in that category. My only pur- 
pose in pinpointing this is that the effect of your statement here is to 
indicate that this country is shot over with large farms employing 
hundreds, or thousands of people. 

Now, I do not know of any farm, corporation, or otherwise that 
employs a thousand people. And I do not have personal knowledge 
of any single farm that employs hundreds, although I can think of 
some that Lam sure probably employ that many. 

But the situation which you present here, I submit, is not a fair 
picture of the farms throughout our country, starting through the 
great Midwest, and the West; and I am sure it is not true in the East. 

There may be isolated instances or situations where this is true. But 
{ do not think it should be allowed to stand as a general picture of it, 
because it is not a general picture. 

Mr. Wuirenovuse. Well, there are many farms employing—let us 
say a’ number employing—hundreds. And collectively there are 
thousands in it. And even one of them is one too many, wouldn’t you 
agree, to put on farmer Jones’ galluses and be exempt because of that. 
Even one is too much, it would seem to me. I do not see any sound 
basis for excluding them if there were only one. 

I think he ought to be in it. 

Senator Atxorr. Well, perhaps you don’t. I do. That is the dif- 
ference in our points of view. And there are some of us who stil! 
believe that there is no need for the Government to be in every area. 

And I think that this is an area where men should be permitted to 
bargain freely for their wages. 

Mr. Wurrenovuse. Well, I am a strong believer in free collective 
bargaining. But I also think that, as I made very clear, there ought 
to be a floor under which no one will sink here in this land of abun- 
dance and plenty. That is, anyone who is ready, willing and able to 
work. I am not dealing with the malingerer, now, or the man who is 
trying to live off of somebody else’s labor, or the shark. I am talking 
about the good, honest citizen who wants to do a good and fair day’s 


work, an honest day’s work. And I am talking about those who are 
looking for it. 
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And I think we ought to have a floor in this Nation. We can never 
put ourselves up on a hill and see any great degree of want around us 
and not have it ourselves later, 

Senator At.orr. I quite agree with that, that we cannot put our- 
selves on an island, But I also think that there are areas that the Gov- 
ernment should stay out of. And I cannot see any reason for them get- 
ting into this particular one, for example. 

I wanted to pinpoint this, because I submit that the statement as it is 
is not a fair representation of what the actual situation is. 

There are, I know, some very large farms, but that is not the state- 
ment as it is here. And I want to clear he record, that the statement 
here is not a true picture of the situation as it exists throughout the 
greater portion of the country. There might be a comparatively few 
farms that employ into the hundreds. I have never even heard of any, 
with one possible exception that might employ a thousand. 

But it is not an overall picture of the situation in this country, par- 
ticularly in this day and age when you find, through the use of ma- 
chines, one man sometimes farming several sections by himself, with 
machines. And that is not an uncommon thing. 

Mr. Barpasu. I would like to add this comment here. Mr. Mitchell 
of the Agricultural Workers will be testifying this morning. I am 
sure he can give you additional examples. But I call your attention— 
which I think has not been challenged—to the statement in the AFL— 
CIO report, which reads as follows: 

Examination of the size, distribution of American farms 
reading from page 18— 


reveals how much of farming today is big business. In 1950, of the 5.2 million 
farms in the United States, some 3.5 million sold less than 15 percent of the total 
marketable products. These are the small farms. Then, there are about a mil- 
lion and a half family farms, most of which were operated entirely by the farmer 
and members of his family. They accounted for an additional 60 percent. At 
the other end of the scale there were only 70,000 large farms, 5,000 or more acres 
in the West, 1,000 or more acres in the rest of the country, which covered one- 
third of the land of the United States, and two-thirds of the land in the Western 
States. These farms are getting bigger and fewer. They produce one-fourth 
of the farm products sold on the market, and employ the bulk of the Nation's 
farm workers. 

Senator Atvorr. That does not mean they are getting more in num- 
ber of employees ¢ 

Mr. Barsasn. Senator Alott, I do not think that we are suggesting 
that you ought to cover the family farm. In fact, our statement con- 
tains an explicit statement to the contrary. 

Senator AtLorr. Well, the only point I want to make—and I want 
to make it clear—is that insofar as your statement tends to imply that 
agriculture consists of a lot of large corporate farms employing hun- 
(lreds or thousands of people, it is not exact. And I do not think it is 
true. 

Mr. Barsasu. Senator Allott, may I say with proper respect that 
we do not believe that the statement implies that. 

Senator Auxorr. All right. If it doesn’t, why, then, that is all 
right. 

Mr. Barpasu. But we do say, and perhaps you would agree, that 
to the extent agriculture has become industrialized with several hun- 
dred, and with thousands, of employees, it is not the family farm. 
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And to the extent that there is evidence in the record, as there is, sir, 
that this industrialization is ignored in trying to beat off exemptions, 
the farm question ought to be looked at differently. 

We agree that the family farm ought not to be subject to minimum- 
wage regulation. But the corporation farm with its hundreds, and 
yes thousands, of employees ought to be subject to regulation. 

Senator Auvorr. Well, now that you have cleared up what you 
mean by that, I am satisfied with your statement. You are entitled 
to your opinion, of course, as I am. 

I would just like to point this out: that because we have heard so 
much on the floor of the Senate in the last few weeks about the very 
bad plight of the farmer and the small amount of income he is receiv- 
ing, generally speaking—and I can quote only from my own State, 
but I can substantiate these figures from other States also—that the 
term “larger farms” is not a thing of the last 2 or 3 years, but is a 
thing of the last 50 years. 

To be more precise than that, I go back to 1930; since 1930, the 
number of farms in Colorado, for example, has decreased by 25 percent. 
And the number of acres has still increased 25 percent over the acreage 
and production in 1930. So that you have both factors—the decrease 
in farms, the decrease in the number of farms, and the decrease in 
number of acreage, to make your farms larger. 

And it just happens that they run almost exactly 25 percent, give 
a percent or 2 either way. 

The curious thing about it is that in spite of all of this talk about 
the big farmer and so forth, this condition in my own State—and it is 
the only one that I have studied the figures on definitely—has been 
going on for 50 years. 

Mr. Barsasu. We do not claim that it is a recent phenomenon, 
Senator Allott. But I do think it is of some significance that the 
labor movement, we think, was on the right side in the recent debate 
on farm aid with respect to protecting the interests of the small 
farmers. This is not a position that we take just for the minimum 
wage. But when the votes were being counted, we tried to do our 
best to see that the small farmer got a break, as the record, I think, 
will show. 

Senator Ar.torr. I am not saying that you didn’t We disagree 
perhaps about what you thought that bill would do; because the bill 
as it‘finally came to the Senate, in my opinion, would have strangled 
him and put him in—or would have augered a hole and shoved him in 
further than it is now. 

Mr. Wurrenovuse. Senator, since you went back to 1930: It is good 
to go there for statistics, but let’s not go for anything else, because if 
I remember right, that is when farms really did get bigger because 
there were so many of them being sold and taken away from people. 

Senator Atiorr. That is right. 

The President of the United States offered a program to Congress to 
try and avoid that situation. Let’s not forget that. But I am trying 
to point out to you that it is a fact. 

I just wanted to straighten out what this means, because he has 
stated that he does not mean it in the sense that I interpreted it; and 
that satisfies me. 

I just wanted to get it straightened out. 
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I have just had my attention called to the statement made by Mr. 
Ruttenberg yesterday in which he said on page 18: “There are a 
million and a half family farms.” And they say that above that that 
they want to cover approximately 900,000 workers on what are 70,000 
large farms. If you divide that out, it comes to about 13 per farm 
which does not run into the hundreds. 

[ am using your figures on that. 

Mr. BarpsasH. Senator Allott, we do not want to don Farmer Jones’ 
galluses either and pose as experts on the farm problem. But we 
have said that we stand ready to support the AFL-CIO position. 
You will get testimony, expert testimony, from a member of the agri- 
cultural workers, the president of the Agr icultural Workers Union. 

(A supplementary statement by Mr. Barbash follows :) 


INDUSTRIAL UNION DEPARTMENT, 
Washington, D. C., June 5, 1956 
Senator Paut H. DouGLas, 
Chairman, Subcommittee on Labor, 
Committee on Labor and Public Welfare, 
Senate Office Buiiding, Washington, D. C. 


Deak SENATOR DovuGLas: I should like to supplement my testimony in response 
to Senator Allott’s question concerning agricultural workers. I hope you will 
consent to enter the following in the record at the appropriate place. 

The following are excerpts from the publication Down on the Farm, The Plight 
of Agricultural Labor, published by the League for Industrial Democracy, in 
1955 : 


on 


HE CORPORATION FARM 


“Finally, there are the large farms, often called corporation farms or fac- 
tories-in-the-fields. Many large farms are controlled by boards of directors 
just like industrial corporations, and a plain dirt farmer would feel as out of 
place at a board meeting of an agricultural corporation as he would at a meeting 
of bank executives, many of whom, incidentally, serve as directors Fy igricul 
tural corporations. 

“Compared to the millions of family-type and small marginal farms, there 
are relatively few big farms in this country—only about 70,000. But they cover 
one-third of the land in the United States and two-thirds of the land in the 
Western States." 

“The quiet, but perhaps concentration of economic and political power in 
agriculture in the large farms passes virtually unnoticed, although everyone is 
familiar with the growth and influence of large industrial corporations. The 
big farms are getting bigger, and fewer. There were over 100,000 of them in 
1945 ; today there are, as has been said, about 70,000, but their size is increasing 
Considerable overlapping in ownership of these agricultural giants exists, but 
no one knows how much because no data is available on this crucial aspect of 
our economy. 

“One-quarter of the farm products sold on the market each year comes from 
the corporation-type farms. They are the chief beneficiaries of the price-support 
program. Since there is no ceiling on support payments, the farmers with the 
largest production get the largest payments. 





The census classifies all units of 5,000 or more acres in the West, and all units of 1,000 
acres Or more in the rest of the country, as large farms. 
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“Partial list of large farms receiving $200,000 or more in Government payments 


in 1953* 
Name and address Amount 
eeseraes er Om Wr tet $354, 339. 00 
ra ee sitio ap sic ebiemsding neenibemeared 348, 646. 20 
RECUCDET TEES UO. CPOE OT, COORG cetera ceen askin 338, 535. 55 
Cunningham Sheep Co., Pendleton, Oreg___.........-.--.--.----- 270, 607. 00 
BE. B. aud Alien Boleteac, Chester, Momt...c.. oo neni ces 232, 527. 90 
a i Fe NE I i oh sede eee eis hitieew ne eioeein 209, 084. 31 
emer IRN, TCU, WU Oi i rete etnies 201, 832. 00 
ey er ne I  ccetesterianictihintendnabainiipectndbeasp 1, 269, 492. 66 
I a ho as csaptsmres eceinionclon tapi seseasemnnaesinionecrenstos 1, 246, 516. 46 
ira Ma NU a. ea hes umensincepnierbioctehenistelalenah 643, 993. 37 
Cearies SCTE, FeOETOTG, (ik in cate encdee onic eesenee 604, 321. 89 
sie ee a NN a shies cee esege erento enna intrenenien 503, 908. 11 
We eerer are, peemeeeeed, (tk ec ennneewen 499, 008. 22 
Roberts Were, Beer arene, Cee oe oo on ee cete ene enns os 456, 133. 74 
ne I I I i sre errr er erieisteermeninniw 440, 695. 56 
Det esas sctiencinnindlnbeniniaileebesalnhen 412, 361.10 
Biedsoe Fientauons, Geeerwoed, BMiss....2s0c. ssn diswek.. 394, 351. 038 
parnert. & (., Bonimeemvane,; Beebe a i ee 350, 204. 39 
Pees “rarmas: aie eee, On ie Let aie 323, 686. 78 
ir I I ct cartiicsiininds chtentscersnhssin eit align inene 298, 129. 46 
ee een Ey 6 Oi I a srercnensnnahpoeteseieatinnnestn<ianapii 208, 474. 24 
i me ee ee heii deine cesietihandaAieeltvenine 208, 139. 36 
SI a PI I ied sisal cateaipisinetening hn gn tnaenda wining eermenen 201, 492. 05 
ee ee ee ee eae 201, 007. 43 


“But the extent of the acreage owned by the large farms and the billions of 
dollars involved only hint at the vast economic and political power of the cor- 
porate farm interests in influencing prices, in controlling the processing and 
distribution of agricultural products and in affecting legislation and the admin- 
istrative processes of government in the States and in Washington. 

“The economic control of the corporate farm interests is exercised in various 
ways. Here are some instances. 

“Nearly all the citrus fruit grown in California is managed by a fruitgrowers’ 
corporation controlled by the big growers. There are many small citrus groves 
in the State which look to the eye, and are classified by the census, as small 
farms. But the corporation sends in its own crews to plant the trees, cultivate 
and harvest the crops and process and market them. The small-grove owner is 
in effect simply renting his land to the fruitgrowers corporation from which he 
gets a price in the form of a dividend. Similar controls operate in the production 
and marketing of sugar beets and other fruits and vegetables and, to some extent, 
in the basic crops of wheat, corn and cotton. 

“About 80 percent of the fruit distributed in the New York market is handled 
by the New York Fruit Auction Corp., in which the DiGiorgio Fruit Corp. of 
California owns a 44 percent interest. The DiGiorgio Corp. is one of the most 
powerful of the agricultural corporations. 

“While small marginal farms produce nearly all of the Nation’s milk, over 
60 percent of all dairy products are sold to, processed, and distributed by 2 major 
dairy corporations. This milk is marketed under different names in different 
localities. The dairy farmer receives about one-third of the consumer's dollar 
for his products, often less than the cost of production. 


“TWO GIANT FARM CORPORATIONS 


“Name: DiGiorgio Fruit Corp.,? a Delaware corporation, Kern County, Calif. 

“Produces: Deciduous and citrus fruits, grapes and vegetables, cctton and 
grain. 

“Control: A family corporation, with some directors from New York and Cuba. 

“Owns : 31,000 acres richly irrigated land in California ; large packinghouse and 
a 10 million gallon winery, both located on the California farm and 4,000 acres 


2 The above figure appeared in the Congressional Record May 5, 1955. 

®The DiGiorgio Corp. has long been one of the financial supporters of the Associated 
Farmers of California, whose primary purpose is to prevent the organization of labor in 
rural areas, 


) 
. 
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in Florida. Also has a number of subsidiaries, including controlling interest in 
New York Fruit Auction Corp.; owns stock in the principal fruit markets of 
the country. 

“Employs: 2,000 regular employees. Hires additional employees in harvest 
season from pool of several thousand workers living nearby in shack towns and 
migratory workers’ camps. 

“Name : Godchaux Sugars, Inc., a New York corporation operating in Louisiana, 

“Produces: Sugar. 

“Control: Long a family-owned corporation but now controlled by a group of 
rice mill operators in Texas and Louisiana with outside financial backing 

“Owns : 31,000 acres in 6 large plantations, 2 sugarcane grinding mills, a large 
sugar refinery, private railway system to haul cut cane to mills. ; 

“Employs : 400 regular farm workers, 1,200 refinery workers and mill workers. 
During harvesting and grinding season number of employees is increased sub 
stantially. 

“In 1953, Godchaux Sugars received $138,488 in subsidy payments.” 

Cordially, 
JACK BARBASH, 
Research and Educational Director. 

Senator Atvorr. That is all, Mr. Chairman. 

Senator Doveras. Thank you very much. 

Mr. Wurrenovuse. Thank you. 

Senator Doveias. The next witness is Mr. James A. Suffridge, 
president, Retail Clerks International Association, American Feder- 
ation of Labor-Congress of Industrial Organizations. 

I wonder if you would identify your associates for the record. 


STATEMENT OF JAMES A. SUFFRIDGE, PRESIDENT, RETAIL CLERKS 
INTERNATIONAL ASSOCIATION 


Mr. Surrrince. This is Attorney Lippman and Mr. Maguire. 

Mr. Chairman and members of the subcommittee, my name is James 
A. Suffridge. I am president of the Retail Clerks International Asso- 
ciation, American Federation of Labor-Congress of Industrial Organ- 
izations. The printed testimony has been submitted. And in the 
interest of time I will omit certain sections as I go through the 
testimony. 

I am appearing for the purpose of urging that the present retail 
exemption found in section 13 (a) (2) of the law, relative to coverage, 
be eliminated and that the law be made applicable to large enterprises 
in the retail field which affect interstate commerce. It is not the 
intention to seek any coverage over small local establishments. These, 
we believe, should remain primarily the concern of the various States. 
The Murray bill S. 2748 accomplishes this purpose. 

The Retail Clerks International Association represents approxi- 
mately 300,000 employees in retail stores throughout the United States 
and Canada. The membership is composed predominantly of em- 
ployees working in chain grocery stores, chain drug stores, departinent 
stores, chain variety and specialty stores. 

Outside our jurisdiction are such retail service industries as shoe- 
repair shops, laundries, dry cleaners, restaurants, cafes, hotels, beauty 
shops, barbershops, communication services, and others. The problems 
of these services, which differ from those of the large retailing indus- 
tries, will be covered in statements of the unions concerned. 

_I would like to outline the position of the retail clerks on the exten- 
sion of minimum-wage coverage in three parts. They are: 
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1. There is ample moral, ethical, and social justification for Congress 
to act, because the philosophy of the law is oo by various reli- 
gious organizations, because humanitarian and social concerns marked 
the campaigns for State legislative action on maximum hours and mini- 
mum wages and because social and welfare considerations were 
directly enunciated by the Congress in passage of the Fair Labor 
Standards Act in 1938 and when it was amended in 1949. 

2. Retailing today is a multibillion-dollar industry operating thou- 
sands of stores with hundreds of thousands of employees. Because of 
the significant impact these stores have on interstate commerce, retail 
employees should be given the same protection accorded the employees 
of other economic enterprises covered under the act. 

3. Difficulties in the present law are resolved by the Murray bill 
through its definition of the phrase “affecting commerce.” The bill 
also carries forward the historical concern of Congress to exempt 
small retail enterprises and provides an administratively clear defini- 
tion of those large retail enterprises which may be considered as coming 
under the commerce clause. 

PART 1 


Underlying the provisions of the Fair Labor Standards Act there is 
a firm foundation of ethical and moral opinion which infuses life and 
substance into the legislative and judical actions taken in connection 
with the law. 

It is 65 years since Pope Leo XTIT in his memorable encyclical on 
the condition of labor said: 


Doubtless before we can decide whether wages are adequate many things have 
to be decided ; but rich men and masters should remember this—that to exercise 
pressure for the sake of gain, upon the indigent and destitute, and to make one’s 
profit out of the need of another, is condemned by all laws, human and divine * * *. 


He also noted that— 


or if employers laid burdens upon the workmen which were unjust, or degraded 
them with conditions that were repugnant to their dignity as human beings; 
finally if health were endangered by excessive labor, or by work unsuited to sex 
or age—in these cases there can be no question that, within certain limits, it 
would be right to call in the help and authority of the law. * * * 


He called for the protection of the rights of individuals and said 
that the poor and helpless have a claim to special consideration. 

With respect to wages, his encyclical declared: 

Let it be granted, then, that as a rule, workmen and employer should make free 
agreements, and in particular should freely agree as to wages; nevertheless, 
there is a dictate of nature more ancient than any bargain between man and 
man, that the remuneration must be enough to support the wage earner in 
reasonable and frugal comfort. 

If through necessity or fear of a worse evil, the workman accepts harder 
conditions because an employer or contractor will give him no better, he is the 
victim of force and injustice. 

In a report of its commission on social justice in 1928, the Central 
Conference of American Rabbis emphasized “the moral right to a 
living wage.” 

The Commission’s report declared : 


In the moral stewardship of the earth, society must guarantee each of its 
members the chance to labor and to earn a living wage. Such a wage must be 
considered the first charge upon any industry. Those industries which do not 
pay their workers a living wage or which try to establish themselves economically 
by beating down the standards of living of their employees cannot be tolerated by 
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any just social order, The definition of a living wage includes more than the 
immediate needs of the worker and his family on a generally accepted standard. 
It implies also sufficient to enable him to make full provision against sickness 
and old age. 


The general board of the National Council of Churches of Christ 
in the U. S. A. in 1954 called upon Christians to 


work for a situation wherein all have access at least to a minimum standard 
of living. Such a minimum should be sufficient to permit care of the health of 
all and for suitable protection of the weaker members of society, such as children, 
the sick, the aged, and the incapacitated. It should protect the able-bodied 
against hazards beyond their control. 


The executive committee of its predecessor organization—the Fed- 
eral Council of Churches—also took note of the social consequences 
of low wages. 

In a statement prepared as the basis for appearing before the Joint 


Congressional Committee on the Economic Report in 1949, the execu- 
tive committee said : 


Recognizing that the mere possession of material goods is no guaranty of the 
abolition of moral, spiritual, and social problems, at the same time the churches 
are cognizant of the fact that the low-income family and the low-income indi- 
vidual labor under a serious handicap. Such groups and individuals are subject 
to special pressures to break moral, spiritual, and social laws. 


The Federal council’s executive committee also stated— 


that the churches have a definite obligation to stand against too low standards 
of living. * * * 


Extension of minimum-wage coverage to retail workers affected by 


the Murray bill would be no more than a beginning insofar as a 
family living wage is concerned. Family cost-of-living budgets vary 
according to the standards chosen and according to areas. But the 
present minimum wage as was amply brought out at last year’s hear- 
ings on increasing the minimum does not come within shooting dis- 
tance of recognized family-of-four budgets. One such budget, set 
by the New York City Welfare and Health Council, would call for a 
weekly wage of over $80, twice that obtainable at the current $1-an- 
hour minimum. 

In the first quarter of the century, humanitarian and social concern 
for the protection of health, safety, morals and the general welfare, 
activated public-spirited, middle-class individuals and groups in cam- 
paigns for State maximum-hour and minimum-wage laws. 

Concern for the physical effects of excessive labor was reflected by 
the United States Supreme Court in 1908 in its decision in the case 
of Curt Miller v. The State of Oregon. The Court held that rights 
under the 14th amendment are not infringed by the limitation of the 
hours of labor of women employed in laundries. 

Senator Doverias. The Consumers League in various parts of the 
country led these campaigns. Is not that true? 

Mr. Surrriner. Yes, that is true. 

In that case the famed, and later Justice, Louis D. Brandeis, acted 
as attorney for the State of Oregon. Justice Brewer, the spokesman 
for the Court, reiterated Brandeis’ argument to the effect that— 
women’s physical structure and the functions she performs in consequence 


thereof, justify special legislation restricting or qualifying the conditions under 
which she should be permitted to toil. 
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Low wages were regarded as a matter of public concern and, in 
the period ‘from 1910 to 192 3, State laws were sought to mitigate the 
resulting social evils. Federal and private agency investigations had 
shown working women and minors were being paid shockingly low 
wages. 

In 1912 Massachusetts became the first State in which such legisla- 
tion was adopted. By 1923, 10 States and the District of Columbia 
had adopted wor kable minimum-wage statutes affecting women and 
minors. 

In that year, an unfavorable Supreme Court decision in the Adkins 
v. Children’s Hospital case largely suppressed development of the 
movement for minimum-wage legislation for a number of years. 

That decision ‘held until the Supr eme Court reversed itself in the 
West Coast Hotel case in 1937. The reversal was predicated on a new 
concept of the State’s police powers by the Court which declared 
that— 


the protection of women is a legitimate end of the exercise of State power. 


The Court also adopted the views of Mr. Justice Holmes expounded 
in his Adkins dissent that the District of Columbia minimum wage 
law— 


in its character and operation is like hundreds of police laws that have been 
upheld. 


Although the Federal Government does not have unlimited police 
powers, the Supreme Court as far back as 1947 in the license cases, 
had affirmed that it does exercise those which inhere in every sov- 


ereignty and that such police power— 


may be exercised by the United States within the scope of the power granted 
to it by the Constitution. 

Today, the commerce clause, as suggested by President Roosevelt 
in his special message to Congress in May 1937 recommended the 
establishment of fair labor standar ds, is the basis for the current wage- 
and-hour legislation. 

Social and welfare considerations were directly enunciated in the 
Senate-House conference agreement made when the Fair Labor Stand- 
ards Act was adopted in 1938. There it was declared to be the policy 
of the act to correct and as rapidly as possible eliminate in industries 
engaged in commerce or in the production of goods for commerce labor 
conditions detrimental to the maintenance of the minimum standard 
of living necessary for health, efficiency, and general well-being with- 
out substantially ‘curtailing employment or earning power. 

The conference agreement emphasized that these humanitarian 
motives represented the policy which guided Congress in the prescrip- 
tion of definite wage, hour, and child-labor provisions, as well as the 
policy set forth to guide the administrator and the industry commit- 
tees in working toward progressive improvements of labor standards. 

The agreement further significantly noted that it by no means fol- 
lows that the highest minimum wages or the lowest maximum hours 
authorized by the act are adequate to maintain what should be re- 
garded as the minimum fair standard of living. 

The agreement was definite in pointing out that conditions which 
fail to conform with the conference agreement cannot be deemed ade- 
quate to maintain even a rudimentary minimum standard of living 
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The Congress in 1949, in amending the law, was equally explicit in 
reafirming the social implications of the wage-hour law. 

In setting forth the fundamental prince iples to govern the interpre- 
ts ca of the law it declared: 

The provisions of the act, being remedial and humanitarian in 
aia must not be interpreted or applied in a narrow, grudging 
manner They must be liberally construed. 

. The exemptions from the act, on the other hand, must be strictly 
or narrowly construed. 

The terms of the act must be construed in the light of the pur- 
poses which it seeks to accomplish. 

A liberal construction of the act in furthering its humanitarian and 
remedial purposes would in all honesty call for extension of coverage 
to those retail employees affected by the Murr ay bill. 

As was pointed out before you at last year’s hearings by Mrs. Khiz- 
abeth Wickenden of the American Association of Social Workers, 
“substandard wages are not just a aiiinte affair between an employer 
and his employee, but they do have a very heavy social cost which 
ultimately has to be borne by the public.” 


PART II 





The retail clerks union has always regarded it as a point of serious 
aggravation that the retail employees, representing a substantial seg- 
ment of the employment force of the country, should be discriminated 
against in the coverage of the wage-and-hour law. On the basis of 
Labor Department figures, we estimate over 3 million retail work- 
ers would be affected by the provisions of the Murray bill. We believe 
that the current exemption is due to a misapprehension of the nature 
of retail operations as it is developing in this day and age. 

The exemption, as reflected in congressional committee reports and 
debates, is premised on the proposition that the corner grocery store, 
drugstore, small clothing store, and local variety store should not be 
subject to Federal regulation. 

Behind that facade, unfair immunity was obtained for the multi 
billion dollar interstate chain store industry, operating thousands of 
stores with hundreds of thousands of employees. 

The size and growth of the supermarket industry provides an illu- 
minating example. In 1932 supermarket merchandising estimates, 
there were about 300 supermarkets in the United States, almost 
all of them on the west coast. That year these stores were doing an 
annual volume of between $100 and $150 million worth of business. 

By 1940 there were 6,175 supermarkets doing an annual business of 
$2 billion. Despite wartime restrictions and postwar shortages, 
growth during the 1940’s was prodigious. By 1950 supermarkets 
increased to 14,317 and annual volume multiplied more than 5 times— 
to $1014 billion. 

In the 5-year period from 1950 to 1955, the number of supermarkets 

gained by 50 percent and volume doubled again. The 1955 figures 
showed a total of 20,537 supermarkets doing an annual business of 
$2014 billion. 

That total represents five-ninths of the Nation’s $37 billion outlay 
for groceries—55.1 percent to be exact. 
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Average sales per supermarket have shown equally impressive in- 
creases, rising to almost $1 million last year. 

Senator Doveras. That figure is for average sales? 

Mr. Suurriper. Yes. 

Senator Atiorr. While we have interrupted, may I ask a question 
too? In this 55 percent is the implication then that the 45 percent 
that is left is primarily a small grocery store type of thing? Does it 
mean that? 

Mr. Surrriver. The 55.1 percent is stores that are known to the 
trade as supermarkets. Anything less than that would fall into the 
other percentage. 

Senator Autiorr. That would be mostly family-type stores? 

Senator Dovetas. Of course, it is also true that many of the chain 
stores have a large number of branch units which are individually on a 
relatively smaller scale. So that the degree of central control is 
greater than indicated by these figures. 

Now, of course, it is true, on the other hand, that some of the su- 
permarkets are individually owned, and are not of a chain. 

Mr. Surrrince. That is correct. This refers to the supermarkets. 
There may be small units of a large chain that are not in the super- 
market category. This is showing the growth of the supermarket. 

Senator Atitorr. That is what I was thinking of. I was trying to 
find out where you were drawing the line. 

Would you call anything which is a “serve yourself” type of opera- 
tion a supermarket? What I am trying to find out is what is in this 

55 and what is in the 45? 

Mr. Surrrivcr. We actually take the figures from the supermarket 
industry itself that rates these stores as the difference between a 
supermarket and a small operation. However, I think we would all 

rate the average drive-in store that has several departments as a 
supermarket. T don’t think the-—— 

Senator Attorr. Now, would that also include supermarkets owned 
by individuals? 

Mr. Surrrivce. It would include supermarkets by individuals, yes. 

Senator Auworr. All right. Thank you. 

Mr. Surrriner. But you note the average was practically a million 
dollars a year. They are not the “Mom-’n-Pop” enterprises. 

The volume increases are staggering. Average annual volume in 
aan was $324,000; in 1945, $470, 000; in 1950, $721,000, and last year 

992,000. 

In five States—California, New Jersey, Florida, Michigan, and 
Nevada—over 70 percent of the food sold passes through super- 
market check stands, with the total about 80 percent in two States— 
New Jersey and Florida. 

Gains in the annual-average-sales-per-unit for 4 prominent grocery 
chains during the 10-year period 1945-55, according to Standard & 
Poor’s, were outstanding. The 4 firms show an average rise of $558,- 


636, or 341 percent, with sales per store doubling, tripling, and 
quadrupling. 


And we list those four chains: 
1. First National Stores, Inc., more than quadrupled, with an in- 


crease of 428 percent; store volume sales rising from $127,042 to 
$670,411. 
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2. National Tea Co. also quadrupled by a 413 percent increase, 
with sales per store rising from $142,683 to $731,787. 

3. Kroger Co. chalked up a 294 percent increase; nearly tripling in 
its rise from $167,521 to $660,723. 

4. Safeway Store Co. more than doubled with a 229 percent rise, 
moving from $266,082 to $874,900. 

During 1954, 37 chain grocery corporations, reporting to the Se 
curities & Exchange Commission, according to Fairchild’s 1955 Fi 
nancial Manual, racked up total sales of $11.5 billion. Average vol- 
ume amounted to $311.8 millions. Only 6 of these firms did an annual 
business of less than $25 million and just 1 fell under the $10 million 
volume level. 

The top three chain grocery organizations were in the “billion 
dollar-club.” First was the Great A. & P. Tea Co., doing a volume 
of $4.1 billion; Safeway Stores, Inc., runner-up with $1.8 billion, 
and unthreatened, in third place was the Kroger Co., doing a $1.1 
billion business. 

The chain grocery companies have subsidiaries which operate bak- 
eries, cheese processing plants, milk plants, creameries, general fac- 
tories, coffee roasting plants, and even an insurance company. The 
American Coffee Corp., owned by A. & P., is the world’s largest coffee 
purchaser. An A. & P. subsidiary, Atlantic Commission Co., is the 
world’s largest purchaser of fresh fruits and vegetables. 

These tremendous chain enterprises bear as much relationship to 
the corner grocery store as the present high-powered motor car re 
sembles the old horse and buggy. 

Senator Doueuas. Mr. Suffridge, in the appendix supplied by the 
Department of Labor last year, which is found on page 1795 of the 
third volume of the hearings, it is stated: 

Grocery chains include Great Atlantic & Pacific Tea Co., with 4,650 stores; 


35 bakeries, 4 salmon canneries ; 6 manufacturing plants, 2 mechanical processing 
plants, 9 coffee roasting plants. 


I wonder if you have figures on the number of stores that National 
Tea has, the number of employees of the National Tea ¢ 

Mr. Surrrivce. I believe we will have that later on here where 
we give the number of stores that several of the chains have added 
to their total number in the last 10 years. If we don’t happen to have 
that, we can supply it. 

National Tea on page 12, I believe, we have there. 

Senator Dove.as. I see. 

Mr. Surrringe. Operating 744 units in 12 States. They purchased 
2 smaller chains involving 48 retail units. 

Sixty-five department-store companies, reporting to SEC, accord- 
ing to Fairchild’s Manual, had total sales of $6.1 billion, or an average 

ae of $94.3 million. Only 21 of these companies, or about one- 
third, reported annual sales of less than $25 million and only 4 had 
a volume amounting to less than $5 million. 

If I may depart a minute from the prepared statement: I notice 
that we left out Sears and Wards. And I would like to insert that: 
That Sears operates in 48 States and the District of Columbia, has 700 
units; did a sales volume last year of $3,360,826,000. 

Senator Doveras. Those are total sales or is that from the retail 
outlets? Does it include the mail orders? 

Mr. Surrrince. I believe that it would; yes, the total sales. 
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Senator Doveias. Montgomery Ward operates in 46 States, with 
566 units; and did a sales volume of $969,946,996. 

Mr. Surrrince. I might also add that we have a report—we do not 
state that it is reliable—it is out of the Women’s Wear Daily of Jan- 
uary 13, 1956, in which the statement is made—and we will submit the 
clipping—that— 





Sears, effective April 1, is putting the $1 minimum wage into effect in a certain 
class of stores and in another class of stores on June 1 of this year. 


Senator Atiorr. Did you say you had not verified that? 

Mr. Surrrivce. We have no way of verifying it. It is taken from 
the press. 

Let me read part of it. The clipping is headed up, “Mitchell silent 
on effective $1 pay at Sears. Denies comment on reported decision” : 


The reported decision of Sears, Roebuck & Co. to establish a minimum wage 
of $1 an hour for its retail outlets effective April 1 is commendable. Secretary 
of Labor James P. Mitchell said that at a press conference today. He refused 
to express an opinion as to how it might help the administration’s effort to 
extend coverage under the Fair Labor Standards Act. He said such a decision 
by a firm as large as Sears could not go unnoticed. But he flatly refused to be 
drawn into any comment on the possible effect with respect to changes in the law 
at this session of Congress. 

Mr. Mitchell termed not unexpected the stand taken by the National Retail 
Dry Goods Association at its New York meeting this week vigorously opposing 
any extension of FLSA to cover more retailers. He added in reply to a further 
question that this would not affect the administration’s policy on the matter. 

The President has asked for broadened coverage, he noted. He said his 
Department is working closely with congressional committees to muster facts 
to be used in drafting a bill. 


Senator Doveras. At this point, I must enter a demurrer. Because 
we have not observed this close cooperation which the Secretary says 
prevails. And at a later time I will submit correspondence which I 
think indicates the almost imploring nature of my requests for co- 
operation and the stony coldness with which these requests have been 
met. 

Mr. Surrriner. In 1952 during the election campaign, I addressed 
a communication to General Eisenhower asking him his position on the 
extension of the minimum wage in retailing. His reply—and I will 
supply a photostat—headed up “Office of Dwight D. Eisenhower, 
Aboard the Eisenhower Campaign Special, October 15, 1952”: 


Drar Mr. SuFFRIDGE: I have your letter of October 6, and understand your 
interest in having the provisions of the Fair Labor Standards Act, as amended, 
extended to employees of retail and service establishments. 

In this connection, I should like to repeat to the members of the Retail Clerks 
International Association a portion of my 1952 Labor Day pledge. In it I stated 
that, if chosen to be the next President, my aim would be so to conduct that 
office that at the end of my service each of you could honestly say these words: 

“He has been fair. 

“He has been my friend. 

“He has not coerced us with laws, nor divided us by class, but has fostered 
mutual respect, understanding, and good will.” 

To that objective I pledge myself without reservation. 

My devotion to the principles of fair play includes a deep interest in maintain- 
ing a high wage level for all our workers. Continuing adjustments of such 
levels must be made to provide that the relative purchasing power of the wage 
dollar will secure the high standards of living to which the American worker 
is entitled. To apply this principle to your specific problem, I shall recommend 
fair treatment for the workers you represent as well as for all groups of 
American labor. 
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Thank you for calling to my attention the situation of the employees in the 
retail stores. I shall welcome your advice at any time and hope that I may 
in turn call upon you in any undertaking of concern to you and your associates 

Sincerely, 
Dwicut D. Eisen nower 


We did not see too much of the results of that decision. On March 
8, 1956, we addressed a communication to the President calling his 
attention to this situation and asking his position. 

Senator Doveias. That will be made a part of the record. 

Senator Atuorr. May I see it, please ¢ 

Mr. Surrriver. Yes, sir. 

(The letter above referred to is as follows :) 


Marcn 8, 1956. 
The PRESIDENT OF THE UNITED STATES, 
The White House, Washington, D. C. 


DeAR Mr. PRESIDENT: We are not oblivious of the many responsibilities of your 
office, neither do we wish to add to your burden or even to appear presumptuous 
in addressing this communication to you. 

It is our opinion, however, that under the circumstances you would prefer us 
to address this letter to you personally, inasmuch as it refers to an extension 
of the Fair Labor Standards Act of 1938, as amended, and to provide coverage 
for employees of large retail establishments whose activities affect interstate 
commerce ; particularly, since we addressed a communication to you on this 
subject September 30, 1952, and received a favorable reply dated October 15, 
1952. Copies of both communications are enclosed. We are also attaching 
a copy of the House bill which was presented in identical form by 10 Members 
of the louse, the enclosure being identified as bill H. R. 6656. An identical 
bill was presented in the Senate by Senator Murray, identified as 8. 274s 

We have met with Secretary of Labor Mitchell on this subject, as well as with 
many other Government officials and representatives and, while the response 
has, without exception, been cordial and, we believe, favorable, we have never 
theless beem unable to observe any favorable signs of action or support from 
the adiministration—despite the apparent endorsement of this legislation by 
the Secretary of Labor. Senator Douglas and his committee have scheduled 
hearings to commence April 9, 1956. Representative Barden, however, chairman 
of the Committee on Education and Labor has so far failed to hold hearings or 
to agree to the appointment of a subcommittee for the purpose of holding such 
hearings. 

We feel that this is a nonpartisan question and that the approximately 12 mil 
lion peonle or-—2s we are told, 1 worker out of 8 gainfully employed in the 
United States—should not be victims of Tegal discrimination by the Congress. 
We wish to emphasize that the extension sought does not cover the corner drug- 
store or the so-called momma and poppa retail stores; but only covers com- 
panies that operate 5 or more stores or do an annual volume of $500,000 or 
upward ver year. 

We are hopeful that you will have an opportunity to give some personal 
thought to this situation and if, after doing so, you believe our proposal has 
merit that you use the influence of your good office to assist in bringing to an 
end this wholesale discrimination against the retail-store employees of our coun- 
try. In any event, our members will be extremely pleased to hear your views 
on this matter. 

Respectfully yours, 
JAMES A. SuFFRIDGE, President. 


Mr. Svrrrince. On March 9, 1956, a letter, with the heading “The 
White House” was received. 

Dear Mr. Surrrince: This is merely an acknowledgment of your letter of 
March 8 to the President. You will receive a reply shortly. 


GERALD D. Morcan, 
Special Counsel to the President. 
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On April 17, 1956, I received the following: 


Tne Waite Hovse, 
Washington, D. C. 

Dear Mr. Surrripce: The President appreciates your writing him about the 
current legislative proposals for extending coverage of the Fair Labor Standards 
Act. As you know, he has asked the present Congress both in its first and sec- 
ond sessions to bring additional workers under this act. In his state of the 
Union message, on January 5 of this year, President Eisenhower listed measures 
to this end as among those of great national importance which demand imme- 
diate attention and pledged the full resources of the executive branch to assist 
the Congress in finding ways to attain the goal of broadened coverage. I can 
assure you of this administration’s continuing concern for the welfare of work- 
ing people and sincere interest in seeing the protection of the Fair Labor Stand- 
ards Act appropriately extended to additional workers. 

Sincerely, 


GERALD D. Morean, 
Special Counsel to the President. 

I might state that we have since met with several governmental 
officials, including the Secretary of Labor, and are still being told that 
the administration supports this extension. 

Senator Doveras. But no specification of the extension is being 
supported ? 

Mr. Surrriver. No; we have no evidence of it. We have been ad- 
vised that that support is there. 

Senator Attorr. What evidence do you want? You have the letter 
stating that he is supporting it. He contained it in his message to 
Congress last year. You certainly are aware that it is not the Repub- 
lican minority that sets these hearings, Mr. Suffridge ? 

Mr. Surrrince. Well, we are quite aware of that, as is the chairman 
of this committee and the House committee that handles this particular 
subject, and probably wouldn’t care to enter into certain questions or 
merely stating opinions with respect to what we think the administra- 
tion could do. We think that the administration has a lot of influence 
in both Houses. We believe that the administration’s active support 
of retail stores should be forthcoming. 

Senator Atxorr. I will have to sharply disagree with your state- 
ment. I have never known the President to say he was supporting 
anything when he wasn’t. I don’t think he is. I think it is his sincere 
position in this matter which, I might say, is at a little variance with 
my own views. 

Mr. Surrrivce. On the prepared testimony, getting back to the 
retail stores: 

The top three department-store corporations in total sales were 
J. C. Penney Co., with $1.1 billion; Allied Stores Corp., with $544 
million; and Federated Department Stores, with $501 million. 

During the 10-year period 1945-55, according to Standard & Poor’s, 
7 giant variety chains increased average store sales by $151,123 
nearly 50 percent: 

1. J. J. Newberry Co. store volume jumped 83 percent, increasing 
from $206,696 to $377,639. 

2. W. T. Grant Co. stores realized an increase in annual average 
sales of 65 percent, dollar volume rising from $369,481 to $609,918. 

3. S.S. Kresge store volume increased 55 percent, rising from $316,- 
672 to $489,730. 


4. F. W. Woolworth Co. store sales increased 54 percent, rising from 
$242,078 to $371,986. 
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5. McClellan Stores Co. reported a 34-percent average increase, with 
volume rising from $193,511 to $259,209. 

6. G. C. Murphy Co., a 33-percent gain, volume going from $458,- 
877 to $611,318. 

7. S. H. Kress & Co. stores experienced a 24-percent gain, nsing 
from $516,553 to $641,730. 

During 1954, 16 major variety-store chain organizations reporting 
to SEC recorded a total volume of $2.3 billion, or an average of $144 
million. Only 6 of the firms reported annual dollar sales less than 
$25 million and only 1 reported less than $5 million. 

Of the 16 chain variety-store companies, those taking first, second, 
and third honors in dollar sales were F. W. Woolworth Co., with $721 
million; S. S. Kresge Co., with $338 million; and W. T. Grant Co., 
with $317 million. 

During 1954, 33 specialty-store corporations reporting to SEC did 
a total business of $978 million on an average volume of $29.6 million. 
Moreover, only 1 firm did less than $5 million business and only ° 
reported doing less than $10 million volume. 

In the specialty-store group, the 3 topmost volume pacers were 
Lerner Stores Corp., with $151 million; Grayson-Robinson Stores, 
Inc., with $90 million; and Lane Bryant, Inc., with $60 million. 

Senator Doveras. By a specialty store, do you mean a store which 
would specialize in some type of drygoods ¢ 

Mr. Surrriper. In the trade we usually think of it as being laclies’, 
apparel. 

It might be any type of specialty store. But the usual thing, like 
you will notice Lerner and Grayson-Robinson and Lane Bryant—Lane 
Bryant specializes in different kinds of wear. They specialize in odd 
sizes—big men, little men, and so on, as well as women. 

Secretary of Labor Mitchell’s claim that he needs additional time in 
which to make a survey of the retail industry before he can offer rec- 
ommendations to Congress seems a very inadequate reason for postpon- 
ing action at this time. 

The results of a September 1953 survey, made by the Department 
of Labor, were put into the record of the 1955 hearings. Despite re- 
tail wage increases which have taken place since then, that survey 
establishes the need for extending coverage to large retail establish- 
ments and is valid for consideration by this committee. 

The responsibility of Congress to act in extending coverage of the 
minimum wage law should not be evaded because the Department of 
Labor cannot give the answer to every minute statistical detail con- 
nected with the operation of large retail establishments. There is 
enough information available to indicate the truly national and ex- 
panding character of these enterprises and the trend toward bigness 
iS growing. 

Over the past 2 years, 1954-56, Standard & Poor’s reports 5 major 
grocery chains companies increased their holdings through the pur- 
chase of 13 local or regional chain operations involving a total of 392 
individual stores. 

1. Winn-Dixie Stores, Inc., of Jacksonville, Fla., operating 390 
units in 8 States, purchased 3 smaller chains involving 166 retail 
units. 

2. Kroger Co., of Cincinnati, Ohio, operating 1,600 units in 21 
States, purchased 2 smaller chains involving 86 retail units. 
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3. Colonial Stores, Inc., Atlanta, Ga., operating 432 retail units in 
11 States, purchased 2 smaller chains involving 80 retail units. 

4. National Tea Co., of Chicago, operating 744 units in 12 States, 
purchased 2 smaller chains involving 48 retail units. 

5. Grand Union Co., of New Jersey, operating 325 units in 6 States, 
the District of Columbia, and Ontario, Canada, purchased 2 smaller 
chains involving 12 retail units. 

In the variety store field during the 10-year period of 1945-55, 7 
large and well-known multistate chain firms expanded their opera- 
tions by opening a combined total of 228 new retail units: 

1. G. C. Murphy Co., operating in 12 States and the District of 
Columbia, mushroomed from 209 to 298, a gain of 89. 

2. W. T. Grant Co., operating in 40 States, expanded from 490 to 
520 outlets, up 30. 

3. F. W. Woolworth Co., operating in 48 States and the District of 
Columbia, took a short step forward from 1,971 to 2,021, up 30. 

4. S. H. Kress & Co., operating in 29 States and Hawaii, moved 
up from 244 to 264, a gain of 20. 

5. Neisner Bros., Inc., operating in 18 States and the District of 
Columbia, took a long step from 112 to 132, up 20. 

6. McCrory Stores Corp., operating in 22 States and the District 
of Columbia, marched ahead from 199 to 209, up 10. 

7. McClellan Stores Co., operating in 29 States, moved from 225 to 
234, up 5. 

In the specialty store field, 5 popular and prosperous chain com- 
panies added an aggregate total of 303 new individual outlets during 
the same 10-year period : 

1, Diana Stores Corp., operating in 25 States jumped from 45 to 
167, up 122. 

2. Miller-Wohl Co., operating in 23 States, more than doubled from 
65 to 134, up 69. 

3. Grayson-Robinson Stores, Inc., operating in 20 States, almost 
tripled from 27 to 72, up 45. 

4. Lerner Stores Corp., operating in 42 States and the District of 
Columbia, rose from 179 to 224, up 45. 

5. Bond Stores, Inc., operating in 21 States and the District of 
Columbia, expanded outlets from 59 to 81, up 22. 

The foregoing is not exhaustive, but merely illustrates the size and 
type of operations in the retail field. These stores and others of like 
character, have a significant impact on interstate commerce. They 
operate through an interstate network of numerous officials. 

Local management merely exists for the purpose of carrying out the 
basic policies formulated in the central offices of the particular com- 
pany involved. In no realistic sense can any of these retail estab- 
lishments be regarded as anything but the expression of tremendous 
corporate power. 

Retail business today is dominated by big business, and no basis 
exists for according these large chain multi-State enterprises the same 
solicitousness and economic concern that Congress manifests for the 
local corner retail store. There is no justification for treating these 
enterprises differently from other economic enterprises affecting inter- 
state commerce. 

Indeed, the size of these enterprises, the volume of their business, 
the number of employees, the sheer magnitude of their operations. 
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dwarf many industries about which no question exists respecting 
coverage. Sincerity in meeting the legislative purposes, as stated in 
the Federal wage and hour law, requires that the same protection be 
given the workers in the retail field that Congress now affords to 
employees in other industries affecting commerce, especially when the 
need is so great. 

Difficulty in the oom Federal law is found in the limited com- 
merce definition and in the fact that coverage depends on activities of 
the particular employee, and not on the interstate nature of the enter- 
priseasa whole. For example, the employee of a chain store is treated 
the same as the grocery store employee without regard for the fact 
that he is an employee of a large national business concern crossing 
State lines. 

Further inconsistency under the present Jaw exists in that the ware 
house employee who services more than one chain establishment is 
covered because it is recognized that he is working for a chain opera- 
tion, but such recognition does not extend to the employee in the 
store proper. 

The Murray bill, S. 2748, would amend the Fair Labor Standards 
Act principally by adding a definition of the phrase “affecting com- 
merce.” The definition, substantially the same as the one in the Na 
tional Labor Relations Act, also would be made applicable to the con 
gressional statement of policy in the act. 

“Activity affecting commerce” is defined as— 
including any activity in commerce necessary to commerce or competing with any 
activity in commerce which would otherwise lower the payment of wages at rates 
below those prescribed by this act or would burden or obstruct or tend to burden 
or obstruct commerce or the free flow of commerce. 

The effect of the bill’s amendments would be to include within the 
coverage of the present Act retail enterprises—including larger de 
partment stores, food and drug chains, variety and apparel stores- 
the activities of which affect commerce and which have a total annual 
volume of sales over $500,000, or consist of more than 5 retail estab- 
lishments. 

The amendment would still exclude from coverage small retail en- 
terprises whose total combined annual volume of sales is not over 

$500,000, from 5 or less separate establishments. 

The amendment would therefore make coverage depend upon the 
retail enterprise or entity as a whole and not upon each separate physi- 
‘al establishment as in the present law. 

Under the bill, both large single-State and multi-State retailing 
operations would be affected. It would be ludicrous to exempt J. L. 
Hudson of Detroit, a multimillion-dollar business, with buying offices 
in various mercantile centers, while extending coverage to chain opera- 
tions, of whatever size so long as they cross State lines. The bill 
makes size rather than geography determining. 

It has been called to our attention and appeared in the newspapers 
from time to time that companies operating less than five stores—Mar- 
shall Field of Chicago, for instance—has bo: isted of doing in excess of 
$1 million in a single given day. The same thing applies to Hudson 
and Macy’s of New York. So, the reasoning that in back of the less 
than five stores is therefore apparent. 
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Retailing is a local selling service, whether locally owned or con- 
ducted by an out-of-State corporation. The Murray bill very rightly 
sets up criteria as to business volume and outlets in determining when 
a retailing activity is so large as to affect interstate commerce. 

The proposed change would be a step forward in meeting the re- 
sponsibility of the Congress to extend the protection of the act to as 
many underpaid workers in the retail store industry as it may desire to 
reach through the exercise of the full limits of the power of the 
Congress and the Federal Government under the Constitution. 

The effect of the amendment is to protect all employees who are 
employed by any such large retail employer in or about, or in connec- 
tion with, any establishment of the employer where such employee is 
engaged. 

The judicial and legislative history of the Fair Labor Standards 
Act shows clearly that Congress has the full constitutional power to 
extent the Fair Labor Standards Act to large retail enterprises “affect- 
ing commerce.” For various reasons, Congress did not attempt in 
1938, 1946, and 1949 to extend coverage to those large retail employers 
whose business affects commerce. The failure to do so is solely a matter 
of policy to be decided by Congress and is not a matter of constitu- 
tional authority. 

In extending coverage to all employees of any large retail employer, 
whose business activities affect commerce, the Congress would be 
exercising powers which it has already exercised, and which have been 
upheld as constitutional by the Supreme Court in the National Labor 
Relations Act. 

The Supreme Court has often pointed out that the Congress did 
not go to the limit of its own power to regulate commerce in the cover- 
age provisions of the present Fair Labor Standards Act. 

The Courts in the United States have made many decisions which 
show that coverage under the National Labor Relations Act has been 
extended to large retail establishments because they or their activities 
“affect commerce” as defined under that act. 

While the full extent of the commerce clause in relation to the 
phrase “affecting commerce” might possibly extend the jurisdiction 
of the Nationa] Labor Relations Board over countless numbers of 
small retail enterprises, the National Labor Relations Board has 
consistently exercised reasonable discretion to decline to exercise juris- 
diction over enterprises which are essentially local in character, not- 
withstanding the fact that any such retail enterprise or other enter- 
prise may affect commerce within the meaning of the act. 

Senator Dovc.as. I am calling an executive committee meeting of 
the Subcommittee on Labor at 11:45. I would suggest that you dis- 
continue your testimony now and resume it this afternoon at 2 o’clock, 
if that is satisfactory to you. 

Senator Atxtorr. Mr. Chairman, since I cannot be here this after- 
noon because of the transit matter, I wonder if I could ask this 
question ? 

Senator Doveras. Yes; but with the understanding that the session 
is adjourned at 11: 45 and the room will be cleared. 

Senator Atuorr. That gives us 4 minutes. 

The chairman brought up the question awhile ago that I think is 
important. For example, the net profits on a grocery store, I think, 
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H run 2 to 3 percent, a very low figure of net sales. That is correct; 
ia =n 369 

' has Aleit I have no information available at the moment on 
ra that. 

: “Senator Auvorr. I think if you will check, you will find that that is 


ie neighborhood of the profits. 

And that means that you have to have tremendous amounts of sales 
n order to develop any net of any size. What I am wondering about 
s: Does the size alone form any good criteria ¢ 

Now, the gentleman that was on before you seemed to think so. 
But it seems to me that the quality and nature of the business, for 
example—the brokerage business was named—a man might operate a 
brokerage business and have just 2 or 3 employees in fact, 1 know of 
ne instance where a man, and I am sure that his business ran into 
probably or possibly more than a million dollars a year. Now, you 

ave cut it off at $500,000. What do you say to the point th: at the 
haiviiongs has raised, or what are your suggestions? Would a com- 
: bination of the minimum and that be better—minimum number of 
ie mployees? 
| 4 Mr. Surrriper. It is our opinion that it is the duty of the Congress 
| set a definite cutoff so management will know when they are 
overed and not covered. 

Senator Atiorr. I do not disagree with you on that. I just think 
that this particular thing that the chairman raises might offer an 
unusual situation where you would find inequities in the people who 
ire covered. 

Mr. Surrrince. Well, the objection prior to this has always been on 
bringing under the act the poor “Mama and Papa” store. We know 
something about retailing ; and we believe. that this $500,000 is a good 
utoff, a fair cutoff. The “ability to pay’ ’ argument and the “mark- 
off and net profit” argument I do not think should enter into the 
question. 

Senator Atxorr. I only used that as a basis for indicating that there 
are some businesses, for instance the grocery store, that requires tre- 
mendous sales volumes in order to produce a net profit. 

I would also like to point this out, too. The time is getting short, 
and the chairman has warned me he is going to cut me off—— 

Senator Dovexas. I am not cutting you off, Senator Allott. It is 
just the exigency of the situation. 

Senator Atnorr. All right. Now, in these big companies that have 
these allied industries with them, those allied industries are covered 
under the minimum wage act; are they not? 

Mr. Surrrinee. In most instances I imagine they would be. 

Senator Atiorr. You mentioned salmon fisheries. Those are cov- 
ered, are they not? 

Mr. Surrrinee. In all probability some of those industries are— 
some of those subsidiaries. Some of the subsidiaries are covered. We 


mentioned that the drivers under certain circumstances would be 
covered. 


Senator Atiorr. Well, the time has gone-— 
Senator Dovexas. Lest the Senator think I am trying to shut him 
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Senator Anxort.: No; it is not important. 
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Senator Doveras. Since your statement has gone into the record, 
may I make a statement. 

We were trying to get a quorum. And Senator Smith and Senator 
Kernedy are coming to make the quorum at 11:45. I have heard that 
they will be 5 minutes late. So, we have more time. 

Senator Auxortr. I appreciate that, Mr. Chairman. 

Let’s explore that a little bit. I think you were talking at one 

oint in your statement about.an A. & P. or one of the large chains. 
a enumerated the various other businesses that they were in. And 
I think you mentioned fisheries in one of them, just for example. 

Mr. Surrringe. I don’t think we mentioned fisheries. But we can 
refer back to the record. We mentioned a commission company that 
handles more fruits and vegetables than any other company in the 
world. We mentioned the coffee importing business as being one of 
the largest. We mentioned cheese, creameries, and milk plants, gen- 
eral factories. 

Senator Atuotr. Well, that is the type of thing. Those others are 
covered? Those other subsidiaries, those other subsidiary industries, 
or allied industries, call them, with these big operations, are covered 
under the minimum wage; is that not right ? 

Mr. Surrrince. It is possible that some of them are. 

Senator Atxorr. Then I would also—don’t you think it is true with 
respect to this—I want to make my own position clear—that I be- 
lieve that these large people do have an impact on interstate com- 
merce, and they have a tremendous impact. But I think it also should 
be pointed out that their competition is on a local basis; is it not? 

Mr. Surrrinvce. I do not understand the reasoning or the question. 

Senator Atitorr. Well, if you do not understand it 

Mr. Surrrivee. It is true that all retailing, as such, is an industry 
that deals predominantly with the ultimate consumer and, yes, they 
are local in character to that extent. 

Mr. Lippman. But the type of competition which they implant 
locally is the result of a tremendous national operation. 

They bring locally to bear their total national resources and their 
ability to operate on a national basis. Therefore, they have trans- 
formed the community. 

Senator Atxorr. Not always badly, I may say. 

Mr. Lireman. I do not.say. badly; but I am indicating that it is not 
a local matter. It is a national impact on the community. 

Senator Axuuorr. I realize that; but what I think should also be 
brought out is that their competition—take Safeway, for example— 
is a local matter. Take any one of the chainstores. The actual com- 
petitive picture develops in competition with other people in a local 
given community. 

Mr. Lippman. To the same extent that a national television program 
may be heard in a home; to that extent, it is a local thing. But in 
order to produce this national television program, you have to have 
resources of tremendous size. 

Senator Atvorr. I do not think the analogy is the same at all. 
I do understand, of course, the impact. But when you get down to 
the final deal, you do have, for example, people who are dealing 
locally and competing locally. 

For example, you might find that two people engaged in the same 
type of business in the same town who were competing, one would be 
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minder the Fair Wage Act under your definition and one would not. 

Mr. Scurrrivce. Do you believe it should be lowered, then, to a 
smaller operation ? 

senator Atiorr. No. What I am trying to get at is this: that 
{ wonder about your 500,000 thing, because “of the different types of 
business, 

I do not think the 500,000 offers necessarily a fair criteria for 
cutting this off. Now, I think maybe in combination with numbers 
of employees, it might. 

\ir. SUFFRIDGE. T athe that there would be a general opposition 
on the Senator’s part to covering anyone in retail, whether it be with 
an A. & P. or with “Mom and Pop.” 

Senator Attorr. I would not say necessarily that; no. But I do 
think that you have to distinguish between these things—and there 
are all gradations of them— ‘and you have to distinguish ‘bet ween those 
which are actually engaged in interstate commerce and those which 
are not. For example, your Ben Franklin Stores—to use one ex- 
ample—are all locally owned. 

Mr. Svrrrince. I would say that there are many locally owned. 
We know that they are handled and financed out of Butler Bros. in 
Chicago. 

They have agency stores and they have other kind of stores. It 
depends on which one the parent company can make the most profit 
out of operating, whether it will be an agency store or a company- 
owned store. 

Mr. Lippman. If it is a locally owned store and it is a single enter- 
prise, it would not be covered by the proposed amendment to the law, 
because the store would not do 500,000 worth of business. 

That would be a question of fact, to establish that it’s part of an 
integrated operation. If it is part of an integrated operation it would 
receive one treatment. If it is a locally owned store, it would be 
treated as a locally owned store. 

Senator Atiorr. One thing I am interested in is: If you put just 
this one criteria on it, the $500.000, won’t the difference in business 
reflect inequities as to those who are covered and those who are not? 

Mr. Lippman. You have one assumption that I don’t think is cor- 
rect: namely this, that the independent store pays lower wages; the 
small independent. My experience is that it is just the opposite. It 
is the chains which pay the lower wages. 

Senator Autvorr. I didn’t say anything : about wages. 

Mr. Lirpman. I think behind your statement you have that assump- 
tion, and that they would be adversely affected if you had the chain 
paying a higher wage because it might bring up a competitive level. 

Senator Doveras. Can you produce evidence to indicate that the 
chains 

Mr. Lippman. Because he needs by and large a more competent em- 
ployee. He gives that employee more responsibility, more man- 
agerial responsibility, because he is gone many hours. And you will 
tind that he pays a higher wage. 

Senator Doveras. Can you prove that ? 

Mr. Lippman. I think we can prove that. 

Senator Doue.ias. Are you going to try to do that? 

Mr. Lippman. I know our research department has those figures 
because I discussed it with them on one occasion. 
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Senator Anttorr. I think that this statement is possibly correct. 
From my observations the independent merchant as a rule pays pretty 
good wages. But I still want to ask this same question. 

Mr. Lirpman. He can’t stand the turnover and everything else 
He needs more permanent people. 

Mr. Macurre. Senator, is perhaps your question raising the basis 
for exemption the matter of concern at the moment insofar as your 
question is concerned ¢ 

Senator Atiorr. My concern is that the 500,000 may operate in- 
equitably as to2 people. In other words, it might in 1 business affect 
a business which employed 20 people. And it might, on the other 
hand, affect a business which only employs two. 

Mr. Surrrince. In other words, like Taft-Hartley does now. The 


NLRB will take jurisdiction over one store and not take it over in 
the case of another. 


Senator At.orr. That is right. 


Mr. Surrriver. I would be interested to know of a better yard- 
stick—we have studied this retail business, and we have studied the 
size of these operations—-and we would be interested to talk with the 
Senator or anyone else as to what a proper cutoff would be. 

Senator Atxorr. Well, you gentlemen have spent a lot of time on 
this and I was asking for your opinion. 

Mr. Surrrivce. Our opinion is that the 5 stores and the $500,000 
set up with the 25 percent thing that is already in on stores doing 
business with mines, is a fair cutoff that would not work a hardship 
on the independent operator and would take away the hue and cry 
about trying to put the small store out of operation. 

Senator Doveuias. We will recess until 2 o’clock this afternoon. 


(Whereupon, at 11:55 a. m., the hearing recessed to reconvene 
at 2 p.m., May 9, 1956.) 

































AFTERNOON SESSION 


Senator Dove.as. The hour of 2 o’clock having arrived, the sub- 
committee will resume. 







STATEMENT OF JAMES SUFFRIDGE—Resumed 


Mr. Surrrincs. Mr. Chairman, I would like to have inserted in the 
record the appendixes I referred to this morning. 
Senator Dovetas. Without objection, they will be so inserted. 
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Senator Dove.as. You may resume, Mr. Suffridge. 

Mr. Surrriver. The real intent of Congress in 1958, 1946, and 194! 
was to exclude from the law the small corner grocery, the smal! drug- 
store, the small clothing store and the like. The exemption has en- 
abled large mercantile industrial establishments and national systems 
of chainstores to seek and to find a large measure of immunity from 
the minimum fair labor standards of the wage and hour law. 

It should be noted that the Senate originally intended to cover larg: 
retail establishments whose business substantially influence the stream 
of commerce and that the second bill as reported by the House Labor 
Committee in 1938 intended to cover any retail enterprise which 
“affected commerce.” The House bill did not intend to cover smal! 
local retailing. 

In 1949 Congress amended section 13 (a) (2) in order to define a 
retail establishment which would be exempt. As a result the law now 
provides three tests: 

1. Over 50 percent of the establishment’s sales by annual dollar 
volume of goods must be made within the State in which the establish- 
ment is located. 

2. Not less than 75 percent of the annual dollar volume of sales of 
the establishment must not be for resale. 

3. 75 percent of the establishment’s annual dollar volume of sales of 
goods must be recognized in the particular industry as retail sales. 

The only conclusion that can be drawn from the 1949 legislative his- 
tory is that the sponsors primarily still had in mind continuation of the 
1938 exemption of small retail businesses. 

However, the 1949 amendments did not confine the exemptions to 
“small” retail establishments. Under the broad umbrella of the 
phrase “retail establishments” all retail enterprises, whether large or 
small, locally owned or nationwide corporations, were free to claim 
exemption. 

The Murray bill S. 2748 not only carries forward the historical con- 
cern of Congress to exempt small retail enterprises, but sets an admin- 
istratively clear line as to those large retail establishments which may 
be considered to come under the commerce clause as doing business 
“affecting interstate commerce.” 

The standards set forth are so clear that they will enable every 
employer in the retail industry to readily ascertain in advance whether 
or not his retail enterprise is covered by the act or is exempt, and there- 
fore would not subject the employer to any penalties because of uncer- 
tainty or unclear language in the statute. 

I would like to close by recalling that extension of coverage of the 
Fair Labor Standards Act to groups not now covered by the act. has 
been consistently recommended by both the Democratic and Republi- 
can administrations during the past 10 years. It is obvious therefore 
that the extension of coverage is outside the realm of being a political 
issue, 

Mr. Chairman, that concludes the prepared testimony. 

Senator Dovetas. And you want to submit the appendix? 

Mr. Surrriner. Yes, please. 
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(The appendixes referred to follow :) 
APPENDIXES TO THE STATEMENT OF JAMES A. SUFFRIDGE, PRESIDENT, RETAIL 
CLERKS INTERNATIONAL ASSOCIATION, AFL-CIO 
APPENDIX I 


The estimated number and percentage for all multistate retail establish- 
ments combined, who are paid less than the specified rates are as follows: 








Number | Percent 
at nn aa pace aeesaiems dd onions takeneaudbeae 85,000 | 5 
NN.) xt).5. dre dhndhs knakvblsecmbhk>~miiste debe iddbhadad eos ‘ 250, 000 | 15 
Under $1 a a a ee ee 425, 000 25 
acai 2,A sobbed deacicndsthaehcubibblibeinaciontne SL icicietia baile oe 850, 000 | 50 
Total, all workers... .-_- Se Redcat tee deta ae 1, 690, 000 | 100 


Source: Bureau of Labor Statistics. 


“Separate estimates have been made for multistate enterprises of the low- 
wage general merchandise groups. For the country as a whole, the propor- 
tion of workers receiving under 75 cents is estimated at 10 percent; under 90 
cents, 25 percent; and under $1, 40 percent. For the South, for general mer- 
chandise stores the proportions are: Under 75 cents, 35 percent; under 90 
cents, 50 percent; under $1, 65 percent.” 

It is observed by the department’s report that an increased minimum rate 
would have greater impact on the stores now paying the lowest rates. It is 
pointed out that this situation “illustrates the general problem which has de- 
veloped over the years where low-wage industries without protection of the 
minimum wage continue to lag behind while it has been necessary for other 
industries to adjust te a statutory floor under wages. While it may be rec- 
ognized that some segments not now covered would have to go further to 
reach any statutory floor under wages, it must also be recognized that the 
longer the gap is permitted to continue the more difficult it will be to give 
minimum wage protection to the low-wage workers who do not now have 
it and are most in need of it.” 


APPENDIx 2 


In noting that the labor cost ratio is an important factor in evaluating the 
feasibility of the specified minimum wage rate, the report indicates that the 
closest approximation to a labor cost ratio in retail trade is the relationship 
between payrolls and total sales. “In 1948,” the report says, “the total pay- 
roll for retail stores of multiunit firms was equivalent to 12 percent of the 
total sales. The corresponding ratio for general merchandise stores was 14 
percent. These figures are low compared to most of the manufacturing indus- 
tries. In table 3, payrolls in large retail stores-are shown as a percent of 
retail sales in 1948. Multistate chain enterprises are, generally speaking, 
very stable firms with substantial reserves.” 





AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 11] 


TasLe 3.—Retail payrolls in stores of multiunit firms as a percent of retail sales 
in those stores, by kind of business, United States, 1948 


Sales (thou lavroul Payrolls per 
Kind of retail business sands of thousands « a onl 
dollars of dollars . 


Retail trade, except cating and drinking places... ..-~. 7, 518.4 4,408.1 
Food group. 7 737.0 OM. 4 
General merchandise group '_....-.- pie : . I 1, 515.2 
Department stores_. bad : . 771.3 1, O07. 1 
Dry goods, general merchandise stores 346 3 153. 9 
Variety stores... 2,144.4 330. 7 
Apparel group - 540.) Ww 
Furniture, furnishings, appliance group -- 1.773 $3 
Automotive group 2 ! zu 
Gasoline service stations - 77 os 
Lumber, building, hardware group 

}rug and priprietary stores 

Other retail stores ? 


General merchandise group includes general stores 
2 Other retail stores include liquor stores and second-hand stores as 
Source: Census of Business, 1948. 
APPENDIX 3 


EMPLOYMENT BY SIZE OF FIKM 


The great majority of retail-trade firms are of the small local, essentially 
intrastate type, but they do not account for the bulk of industry employment 
Side by side with the many “mom-’n-pop” or “friendly corner merchant” enter 
prises, and in strong contrast to them, are a relatively few larger firms. These 
few, by virtue of their size, have an importance and significance out of propor 
tion to their numbers. For example, some 37,000 chain organizations, less than 
3 percent of industry firms, hire two-fifths of industry employment. 

Retail firms with under 4 employees number over a million and equal SO per 
cent of industry firms, but they account for only 15 percent of industry employ 
ment. This is the sector of retail distribution made up of the many and the 
small. In this sector are over a half million enterprises with no employees at 
all, being entirely family-operated. In strong contrast, retail trade also has some 
3,000 firms with 100 or more employees. Though equaling only 0.2 percent of 
industry concerns, these firms have 39 percent of industry employment. 

The above contrasts are brought out in table 1, which emphasizes the distine- 
tion between big and little enterprises in terms of sales volumes as well as 
employee sizes. Two-thirds of the enterprises in retail trade gross under 
$50,000 in annual sales, but these smaller firms together employ only 12 percent 
of the industry’s workers. On the other hand, the 0.7 percent of retailing firms 
grossing a million dollars or more in annual sales account for 44 percent of 
industry employment. 


TABLE 1.—Retail trade: Number and percent of firms and emplovees, by employer 
size and sales size of firm, United States, September 1953 


Firms Employees 


Number in 
thousands 


Percent of 
industry 
firms 


Percent of 
industry em- 
ployment ? 


Number in 
thousands 





Totals for industry 1, 354 100 6, 356 100 
Firms with— 

No employees __ 582 43 atadeota 

Under 4 employees 1, 085 80 953 

Under 8 employees : 1, 246 92 1, 907 

Under 20 employees 1, 327 9s 2, 860 

Under 100 employees____--- : 1, 351 99. 3, 877 

Under $50,000 in annual sales__.__._..._.__- 907 67 763 

Under $300,000 in annual sales.________ 1, 300 96 2, 670 

Under $1 million in annual sales__________- 1, 345 99. 3 3, 559 


! Includes 641,000 executive, administrative and professional employees and 5,715,000 other employees. 
? Our conservative estimate would place about 46 percent of industry employment in firms doing less than 
$500,000 in annual sales. 


Source: Wage and Hour and Public Contracts Divisions. 
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APPENDIX 4 


STABILITY OF EMPLOYMENT AND EARNINGS 


There is general agreement that average hourly earnings in retail trade is 
below the level in most industries. However, there is no such uniform agreement 
with respect to annual earnings. Actually, the theory has been advanced that 
many workers prefer employment in retail trade because the regularity of 
employment insures greater annual earnings than do industries with higher 
hourly earnings. In 1953, annual earnings in retail trade averaged $3,092 per 
employee as compared with 4,051 in manufacturing, $4,244 in construction, $4,364 
in mining, and $4,465 in wholesale trade. Among the nonagricultural indus- 
tries, annual earnings in retail trade were lower than in any other industry 
group with the execption of the service industries. However, even the service 
industries would not compare unfavorably if estimates of the value of nonmoney 
payments, like room and meals, could be added to cash wages. 

A discussion of annual earnings which was confined solely to major groups, 
would fail to indicate the wide variations around the averages. In manufac- 
turing, for example, while the combined average is $4,051 per year per employee, 
there are many low-wage industries, in which the employees average consid- 
erably less than that amount. Similarly in the retail trade groups, employees 
in the low-wage components average considerably less than $3,092 per year. 
The figures below show annual earnings per employee in low-wage manufacturing 
and retail trade industries. It is evident from these, that employees in low- 
wage manufacturing industries where seasonal unemployment is not uncommon, 
still earn more per year, on an average, than do employees in the low-wage retail 
trade industries. 


Low-wage industries Annual 
Manufacturing: earnings in 1953 
eenSes Baaitarere 61 St is a ele eee $2, 709 
ea Gy Heppner Le 3, 026 
Apparel and other finished fabric products___._._._.-_.--__--------- 2, 747 
Eentaier Gam’ beter Predeete ei ek ci tk ee ee 2, 940 
Retail trade:* 
Perea, (RGONeO Se a a a ee ee 2,613 
TaURtO rise VISE were ie ak bo es tub ek 1, 625 
Perper Geeeiia ss  B e o- 7 ia i., 2, 166 


1 These figures are averages for all employees covered by State unemployment insurance 


laws. ‘The average for full-time employees would be somewhat greater, especially for 
variety stores. 


Source: U. S. Department of Labor, exhibit H, Materials on Coverage and Exemptions 
Under the FLSA, April 1955. 


APPENDIX 5 


LEVEL OF EARNINGS IN RETAIL TRADE * 


Earnings are rather low in retail trade compared to other industries. For the 
year 1955, as an example, average hourly gross earnings in retail trade (except 
eating and drinking places) averaged $1.50, compared to $1.91 in wholesale 
trade, $1.88 in manufacturing, $1.95 in the railroad industry, $2.10 in gas and elec- 
tric utilities, $2.19 in metal mining, and $2.32 in petrtoleum and natural gas. 


TRENDS IN AVERAGE HOURLY EARNINGS IN RETAILING COMPARED WITH OTHER 
INDUSTRIES ? 


Over the 7-year period 1947-53, average gross earnings in retailing increased 
almost two-fifths (38 percent), but lost ground to the 43 percent advance in 
average earnings for all manufacturing, the 47 percent advance in construction 


earnings, and the 40-61 percent earnings increases in transportation and public 
utilities. 


1 Source: Bureau of Labor Statistics. 


2 Source: U. S. Department of Labor, exhibit H, Materials on Coverage and Exemptions 
Under the FLSA, April 1955. 
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APPENDIX 6 


Wages and hours in retail trade February 1956°* 


/ 





| Average | Average A verage 
weekly | weekly hourly 

earnings hours earnings 
ff ae ee ts ; ‘ ; | $59. 44 | 38.6 $1. 54 
yeneral merchandise stores. _ - 42.04 | 35. 2 1.22 
epartment stores and general mail-order houses 48. 47 | 35.9 1.35 
Food and liquor stores -. -.- sealed 61. 530 37.1 1.66 
\utomotive and accessory dealers...........-- Soe 79. 28 43.8 1.81 
Apparel and accessories stores...........-.--.------- saint 46. 15 34.7 133 
Furniture and appliance stores_. nissan ntiieniaiiien 66. 56 | 41.€ 1.60 
Lumber and hardware supply stores.........-- a ecintiat hatte 69, 89 | 42.1 1.6 


Source: U. 8. Bureau of Labor Statistics, Employment and Earnings, April 1956. 


Gross average hourly earnings 
Kind of business 





United States South Non-South 
| 
All retail trade (except eating and drinking) -~.........-. inididabiea | $1. 47 | $1. 29 $1. 53 
POR GN akdn a earentbbtldewie dais nied a cbcmatnenenedtined | 1. 51 | 1. 28 1. 59 
SOEs POND, Cn ccinpcatecniaatiinntiinnisnamnen 1.22 } 1.09 1. 26 
ad tiene ndreiiecuciswiniitiinnitatincobeusite | 1.31 | 1.19 | 1.34 
VN abe itn ass cteddtieeeegeveewettiinteddusiaaceeoesee | v1 .79 v6 
I ia Bao iacala opty ctibrelctn aetbiabes bi | 1. 43 | 1. 21 | 1. 48 
Furniture, furnishings and appliance ee : 1. 60 1.44 1. 68 
Automotive Aad con leiden de ecient ice 1.81 i. 60 1.00 
RGR Ie NE, 6 girth ntti ccecncccccces Scent 1. 47 1.28 1. 54 
umber, building and hardware group.................-----.. 1. 59 | 1. 38 | 1. 66 
Drug I I ori is acacininlahainnedonnedinirsineiniendes , 1. 23 |} 1. 10 1. 31 
AT en. ni iannswesedancs 1. 51 1.38 1. 56 





) Based on BLS average of $1.47 per hour in August 1954, and sap isted by relationship shown in Census 
{ Business, 1948. 


Safeway Stores, Inc. 


\verage hourly wage rate paid to certain employees, year 1954: 


i nti yintimenaiiineniiinheente $1. 60 
I Oa cstianete ims epeesenne emnemmenieiplion 1.72 
I tee emameeenemneipemenienienneme 1.91 


Nore 1.—The hourly rate shown for the grocery section includes takeaway boys. 
This would be a tendency to reduce the hourly rate. 
Notre 2.—The hourly rate shown for the meat section includes the head meat- 
utters’ total compensation. 


Food clerks’ hourly wage rates as of April 23, 1955 


| 
Zones (arranged alpha- | Highest Lowest |) Zones (arranged alpha- | Highest | Lowest 
hetically by divisions) | hourly hourly |} betically by divisions) hourly hourly 
rate rate | rate rate 
eg EE ee ee $1. 450 $0. 830 
is et. 1. 460 | 850 || Omaha... eg 1. 600 . 750 
DUNNO Aina. a oeibosshics 1. 840 | . 768 1) Phoesix:. ......... 1. 490 1.116 
a i i ek | 1, 500 1.100 || Portland......-...- 1. 850 1. 000 
ee 2. 080 789 || Salt Lake sattinda 2. 000 1.175 
W Mebane sane -cenans 1. 935 . 933 || Bay. 2. 200 2. 080 
Los Angeles. ...........--..-- | 2.290 Ley Siemees.......-.....2.2.2.. 2. 280 2. 150 
SED Se ctinteie. iirtetiguien | 2.075 1.643 || Secramento................... 2. 200 1. 563 
NO Ses tic cmanmnendis 1.870 1.110 || Seattle. ----------------- ah 9 AR - 890 
SR icc neonca-oasat 1. 470 1. 000 } Spokane_. 1. 575 | 875 
klahoma City...............| 1.625 Washington, D. C 1.910 | 1.010 


Source: Safeway Stores, Ine. 
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APPENDIX 7 


Comparison of corporate profit rates and average hourly earnings of production 
workers in specified nonmanufacturing industries, 1951 


Ratio of 
profits before Average 
Industry | taxes, to com- hourly 
piled receipts, earnings 
corporations 


Mining: 
Metal mining -_---- 
Iron mining 
Copper, lead, zinc, gold and silver mining. - 
Anthracite mining 
Hituminous and lignite mining (excluding contract services) 
(‘rude petroleum and natural gas production 
Nonmetallic mining and quarrying 
Construction: 
Construction, general building contractors 
Special trade contractors ; 
General contractors, excluding building 
Public utilities: 
Local railways and bus lines 
Telephone .- ; 
Telegraph - -- ie 
Gas and electric utilities 
Trade: Wholesale trade _- 
Retail trade: 
General merchandise stores _- .- 
Department stores and mail-order houses___-_-----_-- 
Food and liquor stores 
Automotive and accessories dealers. 
Apparel and accesories stores _-- 
Building material and hardware supplies stores 
Service and miscellaneous: 
Hotel and other lodging places ——— : 
Laundries, cleaners, and dyers at oes 3.31 


Sources: Profit ratios computed from Internal Revenue Service Data: Average hourly earnings, Bureau 


of Labor Statistics. 


APPENDIX 7-A* 


There is little relation between profit rates and average wages in American 
industries. 

The contention that the low-wage industries operate on narrow profit margins— 
and are therefore not in a financial position to absorbe a substantial increase in 
the minimum wage—is not borne out by a study of available industry profit-and- 
wage data. Comparison of individual profit rates and average hourly earnings 
for manufacturing and nonmanufacturing industries reveals that there is no 
consistent relationship between rates of profit and wages. Many low-wage in- 
dustries have above-average profit rates and, conversely, many high-wage indus- 
tries have below-average profit rates. The latter have been stabilized at these 
higher wage levels. 


1 Source: Barkin, Solomon, Statement on Amending the FLSA of 1938, presented before 
Senate Labor Subcommittee, April 21, 1955, fact sheet No. 20. 
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APPENDIX 7—-B 


Median net profits of retailers of apparel and household tertiles as proportions of 
net sales and of tangible net worth, by kind products, United States, 1939-50 


NET PROFITS? AS PROPORTION OF NET SALES? 
Line of business 1940 
Percent Percent 
De partment stores " : e 2. 50 3.77 
Men’s and boys’ clothing . ; ‘ 3.33 5. 48 
Clothing installment... ._.........._-- : : 5.42 4.12 
Men's furnishings. - --- 2 1s a 
Women’s speciality shops. -_- oe 1. 34 | 3.11 


NET PROFITS AS PROPORTION OF TANGIBLE NET WORTH# 


Department stores . 6, 37 
Men's and boys’ clothing = 7.42 
Clothing, installment. .. 9. 95 
Men’s furnishings _ -- 4 50 | 
Women’s specialty shops __ .._-- 4. 65 


' The number of concerns ienad for 1950 ranged from 51 for men’s furnishings to 367 for department 
stores, 

2 Profit after depreciation on buildings, machinery, equipment, furniture, and other assets of a fixed 
nature; after reserves for Federal income and excess-profit taxes; after reductions in the lower value of 
inventory to cost or market, whichever is lower; after chargeoff for bad debts; after all miscellaneous reserves 
ind adjustments; but before dividends or withdrawals. 

’ Dollar volume of business transacted for 365 days net after deductions for returns, allowances, and 
discounts from gross sales. 

‘The sum of all outstanding preferred or preference stocks (if any) and outstanding common stocks, 
‘urplus, and undivided profits, less any intangible items in the assets, such as good ill, trademarks, patents, 
copyrights, leaseholds, mailing lists, treasury stock, organization expenses, and underwriting discounts 
and expenses. 

' Clothing, men’s and women’s. 


Source U. S. Department of Agriculture Tech. Bulletin No. 1062, September 1952, ‘‘Marketing and 
Manufacturing Services and Margins for ‘Textiles,’ p. 279. 


APPENDIx 7-C* 


CHARGES OR COST INVOLVED IN RETAILING TEXTILE PRODUCTS 


Gross margins, or the spread between merchandise costs and net sales, for 
department and specialty stores increased from 35.5 percent of net sales in 
1935 to 38.9 percent during World War II, decreased to 35.5 percent in 1949, 
then increased to 36.9 percent in 1950. These margins represent typical per- 
formance of department and specialty stores, as reported by the National Retail 
Dry Goods Association. In arriving at these margins, adjustments were made 
in the cumulative markon, for markdowns, stock shortages, workroom costs, and 
cash discounts. 

Data relating to the operating results of department stores, as reported by 
the Harvard Bureau of Business Research, show that gross margins increased 
from about 33 percent of sales in 1932 to about 38 percent during World War II, 
decreased to 35 percent in 1949, then increased to more than 36 percent in 
1950. Total operating expenses decreased from almost 40 percent of sales 
in 1932 to about 28 percent in 1945, then increased to more than 32 percent in 
1949 and 1950. 

Payroll expense, which compromises salaries, wages, and bonuses for all 
employees, including executives, but excludes pensions and payroll taxes, was 
by far the largest single item of expense for department stores. The proportion 
of net sales accounted for by payroll expenses decreased from 18.7 percent in 
1932 to 15.4 percent in 1945. It was more than 17.5 percent in 1945 and in 1950. 
Real-estate costs, advertising, and other expenses, as proportions of net sales, 
have also increased in recent years. Net operating results show improvements 
from losses of more than 6 percent of net sales in 1932 to profit of almost 10 


‘Source: U. Department of Agriculture, Technical Bulletin No. 1062, September 1952, 
Marketing ‘and hemainn turing Services and Margins for Textiles, p. 262. 
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percent of net sales in 1945. In the postwar period profits decreased and in 
1950 they averaged 4.3 percent of sales. 


APpPENDIx 7—D‘* 


GROSS MARGIN 


For 1953, the gross margin rate achieved the same advance as in 1952, one 
half of 1 percent of sales, going from 35.8 percent to a typical figure of 36.2 
percent, just under the 1950 figure of 36.5 percent. The best figure appeared 
for the top-volume stores, 36.6 percent in the $50-million-plus classification 
although over the wide range from $500,000 up to $20 million, the typical figures 
varied only between 35.2 percent and 35.9 percent. 

In terms of dollars and cents per gross sales transaction, a group of larger 
stores typically obtained a gross margin of $1.47 out of $4.09 net sales income 
as compared with $1.435 out of $4.04 in 1952. In other words they carried 
through to gross margin 70 percent of the increase in net sales income received 
from the average gross sales transaction, i. e., 34 cents out of a nickel. 


EARNINGS 


After taxes the final net earnings of department stores in 1953 amounted t 
2.6 percent of sales, as compared with 2.4 percent in the preceding year. This 
1953 earnings ratio applied to the slightly higher sales volume (plus 1.2 percent) 
yielded dollar earnings 9.5 percent greater than in 1952. To be noted, however, 
is the fact that this final “net net” was 29 percent below 1950, and 8 percent 
below the readjustment year 1949. 

It will be recalled from table 5 that out of the 5 percent larger average sales- 
check in 1953, 3% cents was the amount carried through to gross margin. This 
table also shows that of this 3% cents higher operating expenses in 1955 ab- 
sorbed 3 cents, and so only one-half percent came through to raise the final 
earnings from 9% cents to 10 cents per sales transaction. 

Because of variations in the impact of taxes among the several volume classes 
the best final profit showing was made not by the $50-million-plus group but 
by the concerns with sales between $2 million $5 million, 2.8 percent of sales 
as against the low figure of 2 percent in the $500,000 to $1 million bracket 


RETURN ON INVESTED CAPITAL IMPROVED 


It is important also to look at earnings in relation to invested capital. Wh 
the 19538 final profits after taxes were figured as percentages on capital stock 
and surplus, the typical figures ranged from 5.5 percent in the $500,000 t& 
$1 million bracket to 7.5 percent, which figure appeared not only in the top- 
volume group but also in the $2 million to $5 million and $10 million to $20 
million classes. Although these rates of return are still below normal in the 
light of past experience, they represent a perceptible improvement over 1952, 
since at least three of the volume groups achieved better figures. 


1 Source: McNair, Malcolm P., Operating Results of Department and Speciality Stores io 
1953, Bureau of Business Research, Bulletin No. 141, Harvard University, pp. 7 and 13. 
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APPENDIX 8 


Comparison of multiunit interstate retail chain firms with companies in other 
selected industries covered by FLSA 


Name of company Annual sale 


Multiunit food store chains: 
Great A. & P. Tea Co 
Safeway Stores 
Kroger Co 

Multiunit variety store chairs: 
Woolworth, F. W " 
Kresge, 8. oe ; an 
Grant, W. " ‘ 

Multiunit department store chains 
Allied Stores 
Federated Stores wad 
May Department Stores Co_. 

Multiunit drug store chains: 
Walgreen's 
Rexall Drug 
People’s Drug 

Multiunit specialty store chains 
Lerner Stores. oncn-vsnencc< 
Bond Stores, Inc 
Lane Bryant Stores 


COMPANIES IN OTHER INDUSTRIES COVERED BY FLSA 


Food 
a eet SR A ERAN CET 
Gerber Products. - - 
Penick & Ford 
Metal containers: 
National Can Co eas 
Union Meta] Manufacturing 
Wenn oo ences 
Furniture: 
Kreebler Manufacturing Co 
American Seating Co 
Drexel Furniture 
Shoe companies: 
Kinney, G. R., Co 
A. 8. Beck Shoe Corp 
Nunn-Bush Shoe Co 
Rubber manufacture: 
Dayton Rubber Co 
Seiberling Rubber ; 
Lee Rubber & Tire... 
Industrial chemicals: 
Victor Chemical Works (1954) - 
Devoe & Reynolds Co 
Fansteel Metallurgical 
Electrical appliances: 
Sunbeam Corp... 
Emerson Electric Co 
Electrolux Corp. -- 
Breweries: 
Falstaff Brewing Corp 
Jacob Ruppert____- 
Goebel Brewing Co_--- 


Source: Standard & Poor's. 
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Senator Doveias. I wonder if your staff would give a statement as 
to how many employees they believe they employ by firms having 
more than a | lai employees ¢ m= 

Mr. Surrriwce. Mr. Bennison, of the Statistical Department. _ 

Mr. Bennison. We have here from the Wage and Hour Public 
Contracts Division, Senator, a breakdown on senna 3, with firms 
with no employees and under 4 and under 8 and under 20 and under 
a hundred. These are figures of September 1953, and the total for 
the industry, number of firms, was 1,354, or rather, 1,354,000, and the 
firms under 100 employees, 1,351,000. They gave us a percent of 
industry firms, 99.8 percent, and the number o -employees is 3,877,- 
000 or 61 percent of industry employment. ' 

These employees, incidentally, include 641,000 executive, adminis- 
trative, a professional employees and 5,715,000 other employees. 

Senator Doveias. That would leave a total of approximately 214 
million in retail firms employing over 100 employees ? 

Mr. Bennison. Yes. 

Senator Doveias. Minus such numbers as might be in executive, 
administrative, and professional positions? 

Mr. Bennison. Yes, sir. 

Senator Doveias. And interestingly enough, you get not too dis- 
similar results if you take $1 million in sales as the dividing point. 
There you have 3,559,000 employees, firms selling less than $1 million 
a year, which would give about 2.8 million employees in firms selling 
more than $1 million. I don’t say these firms are the same, naturally 
in the two comparisons, but the totals are very similar, are they not? 

Mr. Bennison. Yes, sir. 

Senator Doveras. Do you have figures on the relative hourly rates 
in chainstores as compared with other stores ? 

Mr. Bennison. The breakdown here was, the best we could do on 
that, was from the employment and earnings monthly publication of 
the Bureau of Labor Statistics and unfortunately it lumped them all 
together on the weekly hours, for example. 

It didn’t draw any dividing line. I checked into that personally 
to see if there was any such study made recently and there is no satis- 
faction. The only way we could really obtain a fair sample or repre- 
sentative sample of data on that would be from our own sources; that 
is, to go out in the field. 

Senator Doveras. I think that is true. Would you be willing to 
testify on that point, because you undoubtedly have tried to organize 
the chainstores. Have you been fairly successful in that effort? 

_ Mr. Surrrince. The ood chains, the major chains, are organized 
in the majority of cases. Safeway, A. & P., and Food Fair and 
National Tea, and so on. 

Senator Doveias. You have got most of those organized ? 

Mr. Surrriveg. Kroger will run about 95 to 98 percent organized, 
- & P., I would say, roughly, 90 percent; Food Fair, this big 
cnain—— 

Senator Dovetas. That must give you some knowledge of the wage 
rates in the chainstores that are not organized. 

Mr. Surrrivce. When we go into a new community and organize 
an industry, it has been our experience that the so-called independent 


merchant 1s found to be paying a higher wage when we arrive than 
the chain. 
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Senator Dovetas. Can you back that up with specific instances? 
This is an important point. 

Mr. Surrrivge. We might be able to prepare something on that. 

Senator Doveias. What about the so-called low-priced variety 
stores, which 30 years ago were termed 5-and-10-cent stores? Have 
you been able to organize those? 

Mr. Surrrivce. Those are organized pretty much by regions; take 
Seattle, San Francisco, and other places, they will be a hundred per- 
cent organized, in other areas they will be 100 percent unorganized. 
The thing we have found from the standpoint of the actual opera- 
tion is that the five-and-dimes, like the specialty stores, have a na- 
tional price markup, meaning that, one unofficial survey we made, 
and one specialty store in Houston, a dress sold for $16 there and 
likewise for $16 in San Francisco, while I believe the San Francisco 
employee received something like almost twice as much pay, and we 
found in the five-and-dime that a 25-cent piece of merchandise in 
some town in the South, for instance, will sell for 25 cents in San 
Francisco or Seattle, under this national pricing setup, so that the 
net profit reflected in their national picture in some cases perhaps 
is by reason of that. 

Senator Doveias. What I am trying to get at is this: Have you 
any estimate as to the proportion of employees in these low-priced 
variety stores who are getting less than 75 cents an hour and the pro- 
portion, let’s say, that is getting less than 90 cents an hour, the propor- 
tion getting less than a dollar an hour? 

Mr. Bennison. We do not have those. 

Senator Doveias. You must have some talking points when you 
try to organize these stores. What is your general approach? 

Mr. Surrrince. On appendix 6, of course, we have some very fixed 
opinions on these things 

Senator Dovetas. I respect fixed opinions, but I prefer solid facts. 

Mr. Surrrivce. That is the reason we weren’t able to give you that. 
We have on page 6 of this appendix in the variety stores, gross average 
hourly earnings in the United States is 91 cents, and the South 79 
cents, and in the non-South 96 cents. 

Senator Dovetas. Those are averages? 

Mr. Surrripce. Yes. 

Senator Douaias, Do these apply to Woolworth, Kresge, and so 
forth? 

Mr. Surrrince. It is the five-and-dime variety-store type. 

Senator Dovetas. And primarily the chains, not the scattered in- 
dividual who has an establishment ? 

Mr. Surrrince. It is taken from the BLS average that is submitted 
to us, August -1954. 

Senator Doveras. Have you ever found a locality in the North 
where the starting rate in the low-priced variety stores was, say, 75 
cents an hour? Have you ever found a locality of that type? 

Mr. Surrrince. There are instances where it must be lower, but 
again I don’t have anything specific to offer on that at the moment. 
In many cases it is lower, and even the State that you are familiar with, 
when we get downstate in Illinois. 

Mr. Bennison. Senator, there occurred in the Labor Department 
survey of 1953 separate estimates for multi-State enterprises of the 
low wage. 
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Senator Dovezas. I notice you are reading from the hearings; aren’t 
you? 
” Mr. Bennison. That is correct. 

Senator Dove.as. What page? 

Mr. Bennison. 1798, part 3, the second from the bottom paragraph, 
where it says that— 


separate estimates have been made for multi-State enterprises of the low-wage 
general merchandise groups— 


which include variety store employees— 


for the country as a whole, the proportion of workers receiving under 75 cents 
is estimated at 10 percent ; under 90 cents, 25 percent; and under $1, 40 percent. 
For the South, for general merchandise stores, the proportions are, under 75 
cents, 35 percent, under 90 cents, 50 percent, and under $1, 65 percent. 

Senator Douctas. Now, do you have an similar estimates on depart- 
ment stores ¢ 

Mr. Bennison. On department stores, average hourly earnings we 
do not have similar estimates as was broken down on the general 
merchandise. 

Senator Dove.as. Specialty stores. 

Mr. Surrringe. On page 6 of this appendix, it sets forth the average 
hourly earnings of the groups on a broad average. 

Mr. Bennison. The United States, the South, and the non-South. 

Mr. Surrrives. Giving the department stores in the United States 
for $1.31 an hour average, the South, $1.19 an hour, and the non-South, 
$1.34. 

Senator Dove.as. But, again, I want to point out these are averages. 
What I am trying to get at is whether we have frequency distributions 
to indicate the number who would fall under given figures. 

Mr. Bennison. The general merchandise group. 

Senator Dove.as. Of course, the variety groups, to use a slang par- 
lance, “stand out like sore thumbs,” because the average for all retail 
trades is $1.47 an hour. The average in the variety store is only 91 
cents an hour. That is, apparently the conspicuous place of low 
arnings. Clerks are young and inexperienced. 

Mr. Surrriver. The merchandise is self-selling. There is not the 
sales ability required there. That is the reason they can obtain 
inexperienced people. 

Senator Dovatas. Thank you very much, gentlemen. 

The next scheduled witness is Mr. Joseph A. Beirne, president, 
Communications Workers of America. Mr. Beirne, we are very glad 
to have you here. 


Would you state for the record, Mr. Beirne, who your associates are ? 


STATEMENT OF JOSEPH BEIRNE, PRESIDENT, COMMUNICATIONS 
WORKERS OF AMERICA 


Mr. Brrrne. First, I would like to say my name is Joseph A. Beirne, 
president of the Communications Workers of America. My associates, 
Mr. Chairman, on my left is our research director, Mrs. Sylvia B. 
Gotlieb, and on my right is the national director of the non-Bell 
branch of our union, Mr. Curtis J. Fletcher. 

We are appearing before you in still another attempt to convince 
you gentlemen that the section of the Fair Labor Standards Act which 
exempts from its protection telephone operators employed in ex- 
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changes having 750 stations or less is an unfair and undesirable 
provision. 

We understand these hearings are limited to the question of exten- 
sion of Fair Labor Standards Act coverage to those workers presently 
exempt. 

Senator Doveras. That is correct. 

Mr. Berrene. As of 1955, according to figures estimated by the 
United States Independent Telephone Association, there were 38,365 
telephone operators employed by some 5,000 independent telephone 
companies in the United States. Of these, 22,400 operators are em- 
ployed in telephone exchanges having less than 750 stations and hence 
are exempt from the Fair Labor Standards Act. We are realistic 
enough to appreciate that the 22,400 telephone operators with whom 
we are concerned are among the smallest groups in the close to 10 
million workers presently denied protection. Millions of workers in 
retail and service industries, in agriculture, in construction, in hotel 
work, and in finance and insurance establishments far outnumber the 
relatively small group we are discussing. 

But while the size of the group may be small, the issue involved is 
large. We are concerned here with an exemption which has no basis 
in os or logic and which merits immediate corrective measures re- 
gardless of the relatively small numbers of workers involved. 

As you all know, the original Fair Labor Standards Act did not 
exempt telephone operators. A 1939 amendment created an exemp- 
tion for telephone operators in exchanges with less than 500 stations. 
The report which accompanied 8. 1234 dated July 1939 offered as 
reasoning for this action: 

The exemption for the operators of some small telephone exchanges is neces- 
sary to insure uninterrupted telephone communication service for the farmer 


and for the small rural community. Small telephone companies, on the whole, 
are unable financially to comply with the wage provisions of the Act. 


The report continues : 


Application of the act to operators in small rural exchanges, who spend only 
part of their working time attending the switchboard, threatens to curtail tele- 
phone service in rural areas. 

From the above we see that the original exemption was designed to 
exempt small companies in which, in many cases, the switchboard was 
either in the home of the company owner or in the home of the switch- 
board operators. This original purpose has been perverted to the 
point where exchanges of million-dollar companies are exempt from 
Fair Labor Standards Act today. 

Somewhere along the line the term “exchange” was substituted for 
“company.” Frankly, we cannot explain how the basic point was 
confused. We have attempted time and time again to demonstrate 
before appropriate congressional committees that any exemption based 
on the number of stations in an exchange is contrary to the stated 
purpose of the exemption and permits even the $14 billion Bell System 
exemption in some of its exchanges. 

We don’t think we have to point out to this committee or to any in- 
formed group that the Bell System is not the kind of company which 
Congress wants to exempt from the wage and hour protective provis- 
ions of the Fair Labor Standards Act. Let me hasten to point out 
that many Bell companies are not using the exemption permitted. 

Senator Dovetas. Do you know of any—— 
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Mr. Berrne. Some that we have contracts with, Senator. I don't 
know about the others that we don’t have contracts with, but I am not 
certain on that point. 

In fact, many non-Bell telephone companies do not use the exemp- 
tion either because they cannot attract workers at less than the legal 
minimum or because we have successfully negotiated wage rates and 
working conditions equal to or above those provided in the Fair Labor 
Standards Act despite the telephone operator exemption. 


MILLION-DOLLAR COMPANTES USE EXEMPTION 


In some cases, however, giant telephone companies have used the ex- 
emption and we have been unsuccessful in convincing them to abandon 
this practice. For example, today, at this very moment, in the General 
Telephone Co., of Ohio, in its three lowest wage areas which cover such 
towns as College Corner ace telephones), Lewisburg (663 telephones) , 
and Manchester (531 telephones), Ohio, telephone operator starting 
wage rates are around 80 cents an hour, or 20 cents below the dollar 
minimum wage. 

General Telephone of Ohio owns and operates over 105,000 tele- 
phones in 135 central offices. It employes approximately 1,300 work- 
ers and its gross annual operating revenue in 1955 was over $9 million. 
It has a total investment in telephone plant of $31 million. More- 
over, this company is owned by General Telephone Corp., the largest 
non-Bell telephone holding company in the United States, which, at 
the end of 1955 had total revenues of over $350 million with a net in- 
come of some $31 million. 

The General Telephone Corp., as a whole, owns and operates ap- 
proximately 2.5 million telephones and employs some 39,000 veut k 
Yet this rich and prosperous company is able to pay substandard wage 
rates because Congress has consistently failed in its duty to extend to 
telephone operators employed by this large corporation in a small 
town the protection of the Fair Labor Standards Act. Many other 
large and prosperous telephone companies are also taking advantage 
of this loophole in the law. 

Senator Doveras. Has your union been able to organize the ex- 
changes of General Telephone Co. ? 

Mr. Berrne. Oh, yes. We have quite a few of them organized. As 
a matter of fact, I think these very ones we are citing at College Corner, 
Lewisburg, and Manchester are represented by us, are they not, Mr. 
Fletcher ¢ 

Mr. Fiercuer. Yes, that is correct. 

Mr. Berrne. We represent them. 

To date we have voiced our protests in vain. We are hopeful, how- 
ever, that this committee will finally be the one to understand the 
nature of the problem and to take remedial action. 


SUGGESTED REVISIONS IN THE LAW 


Stated simply, we do not think that any telephone operator should 
be exempt from the Fair Labor Standards Act. However, if there 
is any merit to the argument that small rural companies cannot meet 
the standards of the Fair Labor Standards Act, then the exemption 
should be directed toward that particular group and that particular 
group only. 
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A FIRST STEP IS NEEDED 


It has always been our position that in a country as prosperous as 
the United States there is really no reason to exempt any workers 
from the Fair Labor Standards Act. However, it has never been our 
desire to force a small company out of business by overpricing its 
labor costs. 

We have always contended that in a government-regulated monop- 
oly industry, like telephone, it is especially logical that all workers 
receive at least the minimum wage. We think any other course leads 
to the workers, rather than the community, subsidizing low telephone 
costs, 

We appreciate that in view of the fact that the exemption has ex- 
isted for so many years, its elimination may well take several steps. 
The time for action, for a first step, is long overdue. 

We do not seek to force small telephone companies out of business; 
we seek only to prevent a misunderstood and illogical technical exemp- 
tion from being used by multimillion dollar concerns to deprive a 
small group of women workers of an adequate wage. 

We hope we will meet with some degree of success at long last. 

For your convenience we have attached to this statement in tabular 
form various pertinent data about the telephone industry which you 
may find helpful in evaluating our comments. 

I would like to add that it may be a concern of Congress to help 
keep the Department of Labor correct in its publications to the public. 
The Department has issued a pamphlet dealing with the Fair Labor 
Standards Act, and on the fourth page of that pamphlet it has a 
listing of some of the establishments which are not exempt. In that 
listing of establishments is the phrase “Telephone companies.” I 
trust someone will try to make the Department of Labor correct in 
their recent publication. 

Just before these hearings started, Mr. Chairman, I met an acquaint- 
ance of mine that I haven’t seen for some time, but we first met 15 
years ago when I was testifying on about the same subject before a 

ouse committee, and so I trust when I meet that acquaintance once 
more I will be before a committee on something else besides this ques- 
tion. While this is a small one, just to repeat myself, compared to 
the great problems which the committee will tackle, I do hope that 
it will see the need for change since 1939, when the exemption was 
first put in as an amendment to the act. The amendment was and is 
a perversion of an original intent of Congress, a perversion that put 
the emphasis on the number of stations, without any regard to the 
size of the company, the wealth of the company, a perversion which 
I am sure Congress did not intend, even in 1939, as we read the legis- 
lative history of the act. 

That concludes, Mr. Chairman, my testimony. I am certainly grate- 
ful, as you know, for the opportunity to present our views again on 
this subject. 

Senator Dovetas. Thank you, Mr. Beirne. 

I rather gather from your statement that what you believe is that 
if we do have exemptions—apparently you think there are some ex- 
emptions that would be necessary—they be based on the number of 
stations per company rather than the number of stations per exchange? 

Mr. Berrne. If it were based on the number of stations per com- 
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pany, quite honestly it would be an improvement on what presently 
exists. But basing it just on the stations per company, without regard 
to the financial ability of the company, could also retain some of the 
present inequities. I would just repeat, that it is almost mocmnesdee: 
sible to us to retain any exemption in a regulated company. Telephone 
companies are unlike those who have to get into the real competitive 
field in their pricing. A telephone company is a protected monopoly, 
protected by Government. 

Its rates are established in most States, and, in most communities, 
by Government, and because of that we are opposed to any exemption. 
We are realistic enough to see that after 17 years of having an exemp- 
tion, that has spread rather than narrowed, that any improvement is 
a step in the right direction. 

Senator Douenas. I have here a tabulation from 1954 statistics of 
the independent telephone industry. That indicates that there were 
in that year 4,961 telephone companies. I presume that refers to 
independent telephone companies 4 

Mr. BerrNne. That is correct. 

Senator Doueras. That there were 871 companies with more than 
750 stations, and 656 companies with more than a thousand stations. 
What you are saying is that some of these independent telephone com- 
panies are really large companies with small exchanges, and that you 
think at the very least that the small exchanges of the large companies 
should be covered ¢ 

Mr. Berrne. Very definitely, Mr. Chairman. 

Senator Dove6ras. I know you are fighting hard and loyally to have 
everybody included, but what you are saying is, at the very least, the 
small exchanges of the large companies should be covered. 

Mr. Bremner. That would be a small step in the right direction. 
I would have to acknowledge that. Our thinking goes much beyond 
that, but I would be candid enough to acknowledge that that would at 
least be a step in the right direction. That would do at least two 
things: It would first eliminate something that has never been a prob- 
lem. In relationships with the Communication Workers of America, 
at least, most Bell System companies do not use the law as a reason for 
not paying a fair starting rate of pay. 

Secondly, it would eliminate in areas where we do have problems, 
not big ones, but still problems, in an organization like the General 
Telephone Corp., which is quite a large corporation—three-hundred- 
and-some-odd millions of dollars. It would at least eliminate some of 
those areas of conflict. 

Senator Doucias. Would you name some of the other large inde- 
pendents? 

Mr. Berrne. Some of the other large ones are in the attachment to 
my statement, Mr. Chairman. There are the United Utilities, which 
has 17 subsidiaries, 14 of which are in telephone. They employ 5,008 
employees. They have 362,678 telephones. Their gross investment in 
plant is $92,710,389. 

Senator Dovetas. I see this table and we will make that a part of 
the record. 

(The table referred to is as follows :) 
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Operating telephone company data as of end of 1954 
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Major non-Bell Telephone holding companies in United States, 1955 
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Mr. Brrrne. I would like to make that a part of my statement. I 
didn’t analyze the statement because there are so many figures in it. 
There is one company that had a $2,866,000 net profit after taxes. 
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Senator Dougias. The committee will recess for 5 minutes. 

(Short recess taken. 

Senator Doveras. Mr. Beirne, I know from personal experience in 
my own State that there are a large number of small companies with 
small exchanges that are having a difficult time and which employ 
operators Sorting part time, who are housewives in addition to being 
operators. Sometimes they may have 2 or 3 exchanges, each one of 
which, say, would have only 400 or so stations, 

Suppose we were to take a figure of ete with a thousand 
stations instead of exchanges with 750 as the dividing line. That 
might protect some of the small companies and yet it would bring in 
the big independents which you are apparently primarily desiring to 
reach. I know what you want is to cover everybody, with no excep- 
tions down the line, and you are being completely loyal to your mem- 
bers and constituents when you do that, but we have to legislate for 
the general situation. The question I am raising is whether to make 
the dividing-line companies with more than 1,000 stations. 

Mr. Berrne. - Well, Mr. Chairman, first I would like to correct maybe 
one viewpoint. It is not just loyalty to our own constituents, because 
many of the 22,000 workers that we have pleaded for through the 
years, we do not represent. They are citizens and because they are 
in our industry, knowing so much about this industry, we feel their 
voices would not be heard in the committees of Congress if persons 
like ourselves with American instinct did not rise up to represent 
those who cannot raise themselves. 

Senator Doveras. That is true. 

Mr. Berrne. Our selfish motive is a minimum one. We have little 
trouble with the Bell on the minimum wage and on the exemptions. 
We have only a little bit of trouble in some independent places. But 
with all the troubles we have this particular one is still another one. 
That is where our selfish interest is involved. 

I have, though, a very competent national director, Mr. Fletcher, 
who knows the independent industry inside out and backwards and 
forward, and he tells me if companies having exchanges of a thousand 
or less were exempted—a thousand stations or less were exempted, 
approximately 4,200 out of 4,900 companies would still be exempted. 

Senator Dove.as. That is correct, but how many employees would 
be exempted ? 

Mr. Betrne. That is a most difficult question to answer. We would 
estimate and it would be a rough estimate, Mr. Chairman—about 5,000 
or 5,500 operators. 

Senator Doveias. That is, some 17,000 would be covered? 

Mr. Berrne. That is correct. 

Senator DoveLas. Thank you very much. 

Mr. Berrne. Thank you, Mr. Chairman. 

Senator Doveias. The next witness is Mr. H. L. Mitchell, president 
of the National Agricultural Workers Union. We are very glad to 
have as a witness, Mr. Mitchell. Fora good many years you Lave been 
fighting a hard and lonely battle for the agricultural workers in this 
country, who generally seem to be low men on the totem pole. I do 
not pretend to know everything that you have done but what I do 
know of what you have done is all to the good. We are very glad to 
have you here as a witness. 
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STATEMENT OF H. L. MITCHELL, NATIONAL AGRICULTURAL 
WORKERS UNION, AFL-CIO 


Mr. Mircuern. Thank you, Senator. 

Mr. Chairman, for 20 years representatives of our union have 
been appearing before this and other congressional committees to 
plead for the extension of minimum wage legislation to hired workers 
employed on the Nation’s large-scale farms. 

During these years there have been several investigations of the 
plight of agricultural workers by committees of Congress. There was 
also a Presidential Commission appointed in 1950 which issued a re- 
port on migratory labor in American agriculture. 

Most of the congressional committees as well as the President’s 
Commission made recommendations calling for the amendment of the 
Fair Labor Standards Act to extend minimum wages to some of the 
2 million hired workers employed on the large-scale farms. 

Also, a number of bills have been introduced to carry out such rec- 
ommendations, but there has been no further action. Farmworkers 
are right where they were 20 years ago, still excluded from all legisla- 
tion protecting other American workers. Agricultural workers are 
exempt from the minimum wage law, denied the protection of their 
right to organize and bargain collectively by the Labor-Management 
Relations Act, and only recently have they been included under old- 
age and survivors insurance. 

During these same years that we have been coming before congres- 
sional committees asking that legislation such as the minimum wage 
law be extended to farmworkers, representatives of huge corporations 
engaged in farming have been appearing to plead that the fie farmw- 
ers cannot afford to pay a fair wage to workers they employ. 

In some cases these people who oppose minimum wages for hired 
farmworkers give the impression that they represent small farmers 
who are poverty stricken and who would be forced out of agriculture 
if they were required to pay a living wage. 

No one has ever proposed that the few small farmers who may occa- 
sionally hire 1 or 2 men meet the requirements of the Fair Labor 
Standards Act. We want to see legislation adopted that will require 
corporation farm enterprises to pay the minimum wages required of 
comparable employers in American industry. 

During the past two decades, there has been a technological revolu- 
tion down on the farm. 

Farming is no longer a way of life—it is big business. Agriculture 
is America’s largest single industry. The total value of farm pro- 
duction amounted to $34.7 billion in 1953. 

With a farm population 37 percent smaller than it was 25 years ago, 
our farms are producing 54 percent more food and fiber products. 
The average investment per worker in agriculture is $14,000, whereas, 
in manufacturing and mining the average is $8,000. . 

Senator Dovoras. Mr. Mitchell, I wonder if you could tell me 
whether your figures of investment per worker include the value of 
land ? 

Mr. Mrrcnett. Value of land and equipment. 

Senator Doveras. Land, equipment, buildings, machinery, and so 
forth. 

Mr. Mircue.u. Yes. 
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On some of the extra large corporation-type farms the investment 
per man often exceeds $50,000. ‘The total value of machinery used in 
agriculture exceeds that invested by the steel industry by $10 billion. 

The investment in farm equipment is 5 times that of the automo- 
bile, and 7 times that of the nonferrous mining industry. 

There are now nearly 2 million hired farmworkers employed 25 
days or more a year. 

Over a million of these workers earned more than half of their 
annual income from farm work in 1949. 

Three quarters of a million reported that they worked for the same 
employer 6 months or longer that year. There were also nearly 
400,000 workers employed on the extra large scale corporation-type 
farms on a permanent basis. 

Senator Dovetas. How do you define a corporation-type farm ? 

Mr. Mircueti. What I mean is the larger farms whose value of 
production is more than $25,000 per year. } 

Senator Dovuecias. The average is about $7,000, or between six and 
seven thousand dollars per farm. 

Mr. Mircue.u. For the entire 4 or 5 million. 

Senator Dove.as. For the 5 million farms, 

Mr. Mircue.y. Yes. 

Senator Doveias. So your figure would be approximately four 
times the average. That is, your breaking point would be four times 
the average. 

Mr. Mrrcnetu. I think so. 

Senator Doveias. And no more. 

Mr. Mircuez. In addition to the million or more workers who 
make up the basic labor force in American agriculture, there are now 
about 900,000 migratory workers employed 25 days or more a year. 

The composition of this migrant labor force is 500,000 American 
citizens over 14 years of age, and 400,000 foreign nationals, mostly 
imported contract laborers from Mexico. The vast majority of all 
migratory workers including those imported from Mexico work on 
the large corporation farms located in the Southwestern and South- 
ern States. 

Senator Dovezpas. Mr. Mitchell, I want to commend you for calling 
to the attention of the country the conditions under which these migra- 
tory workers have been employed. 

I know when I first came to the Senate, you informed me about 
conditions amongst the so-called wetbacks, and Senator Humphrey 
and I and later Senator Lehman kept the issue alive in the Senate. 
Now there has been some indication of improvement—— 

Mr. Mrrcnetu. There has been, certainly, Senator. 

Senator Doveias (continuing). In keeping out the wetbacks and 
I think that you should receive proper public credit for the work 
which you did on that question. 

Mr. Mircuety. Thank you very much. We probably were among 
the first to call public attention to that situation. 

The national average wages of farmworkers in 1954 was 88 cents 
per hour, according to the Department of Agriculture. However, 
wages received in the South and in the Southwestern States where 
the vast majority of corporation farms are located varies from 35 
cents an hour to 70 cents an hour. Due to the lack of legal protection, 
farmworkers’ wages have not kept pace with those paid industrial 
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workers. At a time when everything is booming but the guns-—— 

Senator Dovetas. Wouldn't you like to put that phrase “everything 
booming but the guns” in quotation marks ? 

Mr. Mrrcneiyt. Yes; I guess it would be. I probably should have— 
the ratio of farm wages to factory earnings has fallen. In 1946 the 
ratio of wages paid on the farm reached 48 percent of those of factory 
workers, and in 1955 the ratio stood at 36 percent of factory earnings. 

The argument that the small farmer would be affected by the ex- 
tension of minimum wages to corporation farmworkers is shown to 
be without foundation when one takes a look at the latest agricul- 
tural census reports. 

In 1954 there were 4,782,000 so-called farms in the United States. 
Over half of these farm units (2,681,000) produced less than $2,500 
in marketable farm products. This group of farm units includes resi- 
dential farms, part-time farms, and abnormal farms producing no 
farm preducts for the market or as little as $250 worth. 

Obviously such small farms are in no position to employ labor at 
any wage, although there are a few individuals engaged in small farm 
operations who.may hire an occasional worker or even a single hand 
the year round, while the owner works on an industrial job in the city. 

The next group of farms is the mechanized family-type farm oper- 
ation producing from $5,000 to $25,000 worth of products for the mar- 
ket each year. These family farms number less than 2 million units. 

Most of the work is done by the farmer and members of the farm 
owner’s family. When they occasionally employ extra workers either 
in the harvest season or on a year-round basis it has been our obser- 
vation that the wages of such workers exceed the minimum required 
under the Fair Labor Standards Act. 

In our 20 years’ experience of attempting to organize farmworkers 
we have never had a single request for organization of « union from 
any farmworker employed on a family-type farm. 

The 1954 census of agriculture shows that there are 134,000 large- 
scale farms producing over $25,000 worth of farm products a year. 

These large farms account for more than one-fourth of the total farm 
products. They employ most of the regular year-round hired workers. 

They are also the ones who import and exploit the Mexican contract 
workers, numbering over 300,000 a year. Up until 1954, when the 
Immigration and Naturalization Service began its program for cut- 
ting down the number of illegal aliens from Mexico, these factory 
farmers were the chief employers of wetback labor. The large cor- 
poration farms also compete directly with the family-type farmer 
for the market. 

The family farmer is pitting his labor and his investment in land 
and machinery against the corporation farm operation based on low 
wages in several crops. In a few highly specialized crops the cor- 
poration farms account for nearly 100 percent of the production. 

Senator Doveras. I wonder if you would state for the record what 
these products are which are produced almost exclusively on these 
farms? 

Mr. Mrrcuety. Certain types of fresh fruits and vegetables. 

Senator Dovetas. Oranges, grapefruit ? 

Mr. Mrrcneiy. Well, oranges and the citrus industry is a little bit 
different in that there is a lot of small owners, but it is all organized 
by the packers. It has the same effect, but I was thinking in terms of 
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carrots, lettuce, and the salad-bowl operations, for instance, in the 
Imperial Valley and Salinas Valley that is almost 100 percent those 
products, or practically they are 100 percent produced by these larger 
farm operations. 

Senator Doveras. What about the valley in Arizona outside of 
Phoenix ¢ 

Mr. Mircnety. That is an area of very large farms. They produce 
citrus and fruits. 

Senator Doveras. The Rio Grande Valley. 

Mr. Mrrcuety. The same situation exists there, in southern Florida, 

Senator Doveras. And sections of the Central Valley in California. 

Mr. Mrrcnety. That is true. 

Senator Dove.as. What would you say about the cotton plantations 
along the Mississippi Delta ? 

Mr. MrrcHetn. Certainly in areas like that these large farms with 
a thousand acres or more produce the most of the cotton crop. 

Senator Doveras. Western Mississippi, eastern Tennessee, and 
Arkansas. 

Mr. Mircueri. Western Arkansas and eastern Mississippi, they 
are the two delta producing areas. 

However, California is now producing a large amount of cotton 
and there they are practically all lavae scale type. 


The 1950 Census shows that within this group of large farms (then 
103,000, now 134,000 units) there were 71,328 extra large farms that 
together held nearly one-third of all productive land in the United 
States. 24,089 of these extra large farms are located in the Western 


States, and each had 5,000 acres or more of land. 

Senator Dovetas. Did this include pasturage ? 

Mr. MrroierL. Yes, anything that is productive land. 

Senator Dovetas. You have to have many more acres of pasture to 
equal an acre under cultivation. 

Mr. Mrrcnerx. That is true. 

These few farms account for 66 percent of the land in those States. 
In the rest of the country the census counted all large units containing 
1,000 acres or more and these large farms held 31 percent of the farm- 
land. 

The agricultural census has never given any indications as to the 
number of such large farm units either owned or managed by cor- 
porations engaged in operating multiple holdings of land. However, 
it is known that many large farm enterprises are also engaged in the 
processing and distribution of farm products. Some have also ac- 
quired extensive holdings in one or more States. A striking example 
of corporation farming is the Di Giorgio Fruit Corp., incorporated 
in Delaware, with its main offices in San Francisco and New York City, 
owns the controlling interest in the New York Fruit Auction, and 
stock in nearly all of the fruit markets in the principal cities of the 
United States. Di Giorgio has large packing plants, the world’s 
largest winery and several farms containing 31,000 acres of land in 
California. The corporation also owns 4,000 acres of land in Florida. 
It is estimated that Di Giorgio employs over 2,000 workers full time 
and an unknown number of seasonal workers during the fruit harvest. 

Since this corporation is engaged in the production of agricultural 
products, its employees are exempt from minimum wage and hour 
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regulation, and from the guaranty of the right to organize and bargain 
collectively. 

There is as yet no corporation in agriculture which can compare 
with General Motors in the automobile industry, nevertheless, the 
trend in agriculture is toward large-scale corporation farm operation. 

In our opinion, the displacement of 600,000 small farmers in the 
past 5 years is not solely due to the policies of the present Secretary 
of Agriculture. 

We urge your committee to recommend the enactment of an amend- 
ment to the Fair Labor Standards Act which will require all employers 
in agriculture hiring four or more workers in any calendar quarter 
of the year, to pay them not less than the minimum wage of $1 per 
hour. 

In addition to asking that this committee extend protection to some 
employees of large corporation farm enterprises, we wish to call your 
attention to an exemption in the act which, in our opinion, was enacted 
by Congress without a clear understanding of its implications. 

This is in section 13 (a) (6) wherein enterprises “operated on a 
sharecrop basis” are exempt from the act. This was proposed by 
Senator Ellender of Louisiana (96 Congressional Record 12487) 
during the floor debate in the Senate when the minimum-wage law was 
being revised. It was designed to prevent employees of about 25 
irrigation corporations owning canals and equipment for supplying 
water in rice production from securing a decent wage rate. 

A case had been carried up to the United States Supreme Court, 
which held that such irrigation companies were required to pay their 
employees not less than the 40 cents an hour required by law (Farmers 
Reservoir and Irrigation Co. v. McComb). 

Senator Ellender’s amendment provides for a two-prong method of 
exempting irrigation workers (a) those employed by a nonprofit cor- 
poration (6) those employed on a sharecropper basis. 

These irrigation companies in Louisiana supply water for the farm- 
ers’ rice crop in return for one-fifth of the crop harvested. Those 
irrigation companies in Louisiana are still paying as little as 40 cents 
an hour to their employees while they exact a rakeoff of 20 percent of 
the farmer’s crop for their services. We also urge the removal of this 
fraudulent exemption now in the law. 

Senator Doveias. Thank you very much, Mr. Mitchell. 

The final witness this afternoon is Mr. Max Greenberg, president of 
the Retail, Wholesale, and Department Store Union. 


STATEMENT OF MAX GREENBERG, PRESIDENT; ACCOMPANIED BY 
WILLIAM MICHELSON, VICE PRESIDENT; AND KENNETH A. 
MEIKLEJOHN, LEGISLATIVE REPRESENTATIVE, RETAIL, WHOLE- 
SALE, AND DEPARTMENT STORE UNION, AFL-CIO 


Senator Dovetas. Mr. Greenberg, I wonder if you will identify for 
the record your associates ? 

Mr. Greenserc. Thank you; I will. 

Mr. Chairman, my name is Max Greenberg. I am the president of 
the Retail, Wholesale, and Department Store Union, AFL-CIO. 
With me are William Michelson, vice president of our union, and 
Kenneth A. Meiklejohn, our legislative representative. 
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I am here on behalf of the 165,000 members of our union and the 
millions of retail workers throughout the country to urge most 
strongly that your committee and the Senate extend coverage under 
the Fair Labor Standards Act to include these millions of retail work- 
ers not now covered or who are exempted from the provisions of 
the law. 

Weare today submitting a statement on behalf of our union, asa sup- 
plement to the statement we submitted last year. If it is the desire 
of this committee, we are prepared to read it. However, we are aware 
of the extremely heavy schedule which this committee has set for itself, 
and in the interest of time and our desire to expedite these hearings, I 
feel it would be helpful to this committee if I simply discussed this 
statement which we are submitting. 

Senator Dovucias. We will have the statement printed for the rec- 
ord and then you can discuss it offhand. 

(The statement referred te is as follows :) 


STATEMENT OF MAx GREENBERG, PRESIDENT, RETAIL, WHOLESALE, AND J)EPART- 
MENT STORE Unron, AFL-CIO, IN Support OF EXTENDING THE SCOPE OF THI 
Fark Laror STANDARDS AcT TO APPLY TO EMPLOYEES OF RETAIL AND SERVIC 
Es?taspLisH MENTS 


Mr. Chairman, I am very glad to have this opportunity to appear once 
gain before the Subcommittee on Labor to urge amendment of the Fair Labor 
Standards Act so that it will apply to the millions of employees in wholesale and 
retail trade and in food-processing plants who are now denied its protection, 

Although the 160,000 members of the Retail, Wholesale, and Department Store 
Union were naturally disappointed that action was not taken last year to 
extend the coverage of the Fair Labor Standards Act at the same time as the 
minimum wage under the act was raised to $1 an hour, we welcome the continu 
ing interest and good faith this subcommittee, and particularly its chairman, 
has shown in dealing with this question. Idle talk and soft-soap are things of 
which we have had too much, too often, when it comes to extending the cover- 
age of the act. We regard these hearings, however, as proof that the Committee 
on Labor and Public Welfare was not simply indulging in idle talk when in its 
report on §. 2168, last year’s minimum wage bill, it said: 

“* * * The Committee believes that the important thing at the present time 
is to raise the minimum wage to $1 an hour. It plans, however, to give further 
study to the question of coverage and exemptions as soon as practicable with a 
view to developing legislation to be presented to Congress early in the next ses- 
sion” (Sen. Rept. No. 498, 84th Cong., 1st sess., p. 2). 

It has been pointed out in a memorandum entitled “Materials on Coverage 
and Exemptions under the Fair Labor Standards Act,’ which was submitted by 
the United States Department of Labor to this subcommittee on May 13, 1955, 
during its hearings last spring, that the Fair Labor Standards Act “is designed, 
amcng other things, for the protection of American workingmen who are unor- 
ganized, and, when not equipped with skills in high demand, lack that equality 
of bargaining power with their employers needed to negotiate adequate wages 
as a matter of contract.” If this is true, and I believe it is, the act is needed 
more in the retail and wholesale industry and in food-processing plants at the 
present time than in any other segment of our economy. Unfortunately, prob 
ably fewer than 20 percent of the workers employed in retail and wholesale 
establishments work under union agreements. 

It does not follow, however, as the Labor Department has also suggested, that 
these employees need to lack “an articulate presentation of their case.” The 
changes that we believe should be made in the coverage and exemption provi- 
sions of the Fair Labor Standards Act will primarily benefit these unorganized 
workers. The members of the retail, wholesale, and department store union 
whom I represent here today have the strength of their own organization to 
assist them in negotiating fair and adequate wages and working conditions with 
their employers. The unorganized in our industry, as in other industries, must 
look to you, and through you to the Congress, to provide amendments to the act 
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that will assure them at least the protection of a minimum floor under their 
wages and a reasonable ceiling on their hours of work. 

It is our hope that these hearings will be directed primarily toward extension 
of the coverage of the Fair Labor Standards Act in areas where this is most 
needed and feasible. Nearly 20 million workers are at present outside the scope 
of the act. Approximately 13,500,000 of these workers are excluded because 
they are not “engaged in commerce or in the production of goods for commerce,” 
as required by the basic coverage language contained in sections 6 and 7 of the 
act. The fields of industrial and business activity in which these workers are 
employed are shown in table 1. 


TABLE 1.—Noncovered employees 


Wholesale 

Retail trade 5, 558, 000 
Finance, insurance, real estate 414, 000 
Transportation, communications, utilities 286, 000 


— 


Services and related activities 2, 905, 000 


Agricultural and related services__..........-........ Jatin 24, 000 
Business and professional services 162, 000 
Laundries, cleaning, and related services___________-__________ 396, 000 
Repair services and garages 171, 000 
Amusement and recreation services 361, 000 
Hotels and other lodging places 407, 000 
Personal services (not elsewhere classified) 245, 000 
Medical and other health services 681, 000 
Educational and other nonprofit organizations 548, 000 
ACRE. CRE, TURNER, SON aie ciespe chien cinninenem ino ening alten 101, 000 
Domestic service 


Total 
Source: U. S. Department of Labor. 


An additional 6,500,000 workers who are excluded from the protection of 
the Fair Labor Standards Act are engaged in commerce or in the production of 
goods for commerce but are specifically exempted by some provision of the act. 
Table 2 shows the fields of activity in which these exempt employees are em- 
ployed. 

TABLE 2.—Exempt employces 


a OIA oe de ot chsh on mricedacieneeaiieeamancb= ter Eenetrtiece merens 3, 032, 000 
Kimployees of retail trade or retail service establishments____________ 1, 360, 000 
Outside salesmen 1, 203, 000 


233, 000 
Employees in laundries and dry-cleaning plants___________--_-________ 132, 000 
Seamen 117, 000 
Kmployees in small logging operations with 12 or fewer employees___.__ 110, 000 
Employees engaged in fishing, or in canning, processing, or distributing 
fish and fish products 61, 000 
Switchboard operators in small telephone exchanges 4%, 000 
Employees of small newspapers 32, 000 
Employees of local transit companies 32, 000 
Employees of manufacturers or wholesalers employed in local re- 
tailing 10, 000 
RNR ENED statics et qcananenennnsp=eeRseereen 4, 000 


Total 


Source: U. S. Department of Labor. 


As these figures make clear, more than a third of the employees who are ex- 
cluded from the protection of the Fair Labor Standards Act is employed in 
wholesale and retail trade. An additional 233,000 workers engaged in handiing 
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or processing farm products in the area of production are also excluded. 
Nearly 2 million of these employees could be brought within the coverage of the 
act simply by eliminating various exemptions included in the act. Amendment 
of the basic coverage language, however, is necessary to extend the act's pro- 
tection to the remaining 5,558,000 workers in the retail and wholesale industry. 

At least four separate exemptions now specified in the Fair Labor Standards 
(ct are applicable to employees in wholesale or retail trade. These are sections 
13 (a) (1), which exempts “any employee employed in a * * * local retailing 
capacity, or in the capacity of outside salesman (as such terms are defined and 
delimited by regulation of the Secretary of Labor”; section 13 (a) (2), which 
exempts “an employee employed by any retail or service establishment, more 
than 50 per centum of which establishment’s annual dollar volume of sales of 
<oods or services is made within the State in which the establishment is located. 
A ‘retail or service establishment’ shall mean an establishment 75 per centum 
of whose annual dollar volume of sales of goods or services (or of both) is not 
for resale and is recognized as retail sales or services in the particular industry” ; 
section 13 (a) (4), which exempts “any employee employed by an establishment 
which qualifies as an exempt retail establishment under clause (2) of this sub- 
section and is recognized as a retail establishment in the particular industry 
notwithstanding that such establishment makes or processes at the retail es- 
tablishment the goods that it sells: Provided, That more than 8&5 per centum of 
such establishment's annual dollar volume of sales of goods so made or processed 
is made within the State in which the establishment is located’; and section 
13 (a) (18), which exempts “any employee or proprietor in a retail or service 
establishment as defined in clause (2) of this subsection with respect to whom 
the provisions of sections 6 and 7 would not otherwise apply engaged in handling 
telegraphic messages for the public under an agency or contract arrangement 
with a telegraph company where the telegraph message revenue of such agency 
does not exceed $500 a month.” 

Elimination of all of these extremely technical and complicated exemptions 
from the Fair Labor Standards Act would, as I have said, bring within the pro- 
tection of the act nearly a million and a quarter employees in retail and service 
trade. It would not bring under the act, however, any employee who is not 
engaged in commerce or in the production of goods for commerce. These em- 
ployees would still be deprived of the benefits of the act unless the basic coverage 
language of the act is also changed. 

We are not asking, however, that all of these exemptions be eliminated from 
the Fair Labor Standards Act. We do not seek, for example, complete elimina- 
tion of the exemption now applicable to employees of retail and service establish- 
ments under section 13 (a) (2) of the act. We seek simply a redefinition of this 
exemption so that, while the small local neighborhood grocery, drugstore, barber- 
shop, Shoeshine parlor, restaurant, hardware store, and repair shop would con- 
tinue to be exempt, the large chain and department stores, supermarkets, variety 
stores, and the like would be required to pay their employees in accordance with 
the requirements of the act. At the same time, we see no need for continuing 
the exemption applicable to employees of retail establishments making or process- 
ing goods (sec. 18 (a) (4)), or the exemption for employees in Western Union 
Telegraph contract agency offices (sec. 13 (a) (13)), and we urge that these 
exemptions be eliminated from the act. 

We also urge that the basic coverage of the minimum wage and overtime com- 
pensation provisions (secs. 6 and 7) of the Fair Labor Standards Act be broad- 
ened so that these provisions will apply to the distribution end of the stream of 
commerce, as well as to the production of goods that enter the stream, and the 
streain itself. As I have said, but I want to repeat, this is the principal substan- 
tial area of business activity, aside from pockets of uncovered activity in both 
manufacturing and transportation resulting from the act’s use of the employee's 
activity, rather than the activity of his employer, as the test of coverage, in 
which the minimum standards prescribed by the act are not permitted to operate. 

In this connection, I would like to draw the subcommittee’s attention to two 
very illuminating paragraphs in the memorandum on coverage and exemptions 
that was submitted to you a year ago by the Labor Department. 

The paragraphs I refer to read as follows: 

“This broad scope given the basic coverage phrases in the act has not resulted 
in applying the act in other areas which Congress could have regulated within 
the broad purpose of the act but did not. The present act extends far beyond 
interstate commerce, which is the central core of the Federal Governinent’s an- 
thority in this field, to apply to a whole complex of activities which precede com- 
merce, broadly defined as production for commerce. It does not, however, extend 
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at all beyond commerce to the other complex of activities which follow commerce, 

Thus, the relation between the production of goods, before any movement is begun, 
and their subsequent movement in commerce, is recognized as an appropriate 
basis for Federal regulation authorized by the commerce clause, though the rela- 
tion between such movement and employment on the goods in the State of 
destination after the movements ends, has not been. The effect on commerce of 
labor conditions in production of the article which subsequently moves is recog- 
nized, though the effect on the same commerce of labor conditions in the distribn- 
tion of the article which has moved is not. 

“Similarly, the present act, by taking as its sole standards for basic coverage 
the relationship between each particular employee’s work and interstate com- 
merce or production therefor, tends to obscure what may be the essentially 
national, as opposed to local, nature of the business organizations to which his 
employment contributes. The present act ignores the interstate nature of the 
industry in which the particular employee may be employed. Finally, though 
the present act rightly provides a fair degree of specificity in delineating the 
employments to which it has application, it does this by sacrificing application to 
other employments which may have an equal effect on interstate commerce and 
the business of the Nation as a whole, and, to the extent, tends to hinder the 
accomplishment of its stated basic objective.” 

These problems can be met, and we urge that they be met, by providing that the 
minimum wage and overtime compensation requirements of the Fair Labor 
Standards Act shall apply not only to every employee who is “engaged in com- 
merce or in the production of goods for commerce,” but also to every employer 
who is engaged in any “activity affecting commerce” with respect to each of his 
employees employed in or about or in connection with any enterprise where the 
employer is so engaged. Here again, I would like to refer your attention to 
another paragraph from the Labor Department’s memorandum, as follows: 

“If the act is to be adjusted to changed conditions, a proper objective would 
be to give the act more meaning, in accordance with its purpose, by making it 
apply to as many workers as conditions warrant, rather than continue in the 
direction of providing a higher minimum wage for fewer employees. It should 
be noted here that whereas section 2 (a) of the act finds ‘that the existence in 
industries engaged in commerce or in the production of goods for commerce’ of 
the prescribed labor conditions has the bad effects on the commerce there 
enumerated, and section 2 (b) declares the policy ‘to correct and as rapidly as 
practicable to eliminate the conditions above referred to in such industrics’ 
{italics supplied], the coverage of the act extends only to those individual em- 
ployees who can be proved to be personally engaged in interstate commerce 
or the production of goods therefor. There is reason to review the act’s cover- 
age to determine whether further extension is now feasible and proper to some 
economic areas where economic, legal, and administrative experience fully 
demonstrates the need. 

“The foregoing discussion and tables reveal the existence of substantial gaps 
in the minimum wage protection of the act in interstate enterprises of various 
kinds and in other areas which, because of their size and importance to our 
economy, merit thorough consideration as to why the present act does not apply 
to them and whether any valid reason exists today for continuing limitation on 
accomplishment of the economically sound and humane purpose of the act.” 

Insofar as the wholesale and retail distributioin industries are concerned, it 
is my understanding that the Solicitor of Labor in 1949 expressed the opinion 
that making the act apply to employers who are engaged in activities affecting 
commerce, as well as to employees who are engaged in commerce or in the pro- 
duction of goods for commerce, as was proposed at that time, would bring within 
the act 

Employees of wholesalers who are engaged in handling, shipping, and de- 
livering within the State goods which were received from another State 
but which came to rest at their employer’s warehouse ; and 

Employees of large retail or service enterprises such as chain stores and 
large department stores. 

It would not, however, include “the great bulk of employees employed in the 
typical local retail stores or service establishments, such as the grocery, drug- 
store, tavern, hardware store, barbershop, beauty parlor, shoe-repair shop, res- 
taurant, etc.” These small local retail trade and service businesses would con- 
tinue to be outside the basic coverage of the act, even if they were not specifically 
exempted, as we propose they should be. 

The facts that support our proposals are, I believe, already before you in the 
record of the hearings which you held last spring. Further corroboration of 
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these data will undoubtedly be developed in the course of these hearings which 
you are currently conducting. There is no need, and I do net intend, to repeat 
the testimony and information that were submitted on behalf of the Retail, 
Wholesale, and Department Store Union last year, although I would like to urge 
that you accept and consider that material as part of the record to be studied 
by you in connection with these hearings. You will find it on pages 156-170 
and 555-559, part 3, of the printed record of your last year’s hearings. 

One of the most significant things about the fact that the bulk of the retall 
and wholesale distribution and service industries is not within the scope of the 
Fair Labor Standards Act is the absence of precise data about these industries, 
We know that wages generally are low in these industries as compared with other 
industries, but we du not know precisely how low. We know that many workers 
in these industries average no more than $25 to $30 a week, as contrasted with 
the Fair Labor Standards Act minimum wage of 340 for a 40-hour week, but we 
do not know how widespread these wages are in various sections of the industry 
and in different areas of the country. In the appendix attached to this state- 
ment are set forth some comparative data on weekly and average earnings during 
the years since 1949 which show, however, extent to which wages in retail trade 
have lagged behind wages in manufacturing, which is generally covered by the act. 

We also know that labor costs do not bulk large in the costs of doing business 
in most typical retail and wholesale trade todey. For example, in 1954 total 
payrolls for the larger department stores averaged only 17.0 percent of sales. In 
the larger speciality stores total payrolls averaged 18.9 percent of sales. The 
important elements of cost that have significant bearing on the ability of firms 
in this industry to operate and compete successfully have very little, if anything, 
to do with the wage scales that are paid to the employees who work in the in- 
dustry. Yet, they are often the first to feel the effects of necessary economies, 
even though it is obvious that only major fluctuations in wages, far beyond any- 
thing that can be brought about by bringing the industry under the $1 an hour 
minimum wage prescribed in the Fair Labor Standards Act, can significantly 
affect the operating position of the large independent and chain organizations that 
we seek to have covered under the law. 

We know further that, while the retail trade and service industry is an in- 
dustry of predominantly small units in terms of number of establishments, it is 
an industry in which employment is concentrated mainly in large independent and 
chain enterprises, which exercise great economic character and contribute as 
inuch to our peculiarly American mass production civilization as the giant steel 
and auto and other manufacturing concerns. The 12 largest distributors of gen- 
eral merchandise in 1954 together accounted for over $7 billion in sales; Sears, 
Roebuck alone reported sales of nearly $3 billion in that year. The names of 
these concerns are household words in most American homes, names like Sears, 
Roebuck, Montgomery Ward, R. H. Macy, the May Co., Allied Stores, Federated, 
’. W. Woolworth, J. C. Penney, S. H. Kress, H. L. Green, W. T. Grant, to name 
only a few. 

These distribution outlets have thousands of stores and tens of thousands of 
employees each in many States, some in every State, in the union. Thus Wool- 
worth’s has 1,834 stores throughout the United States, and an additional 187 
in Canada and Cuba; its employees number nearly 100,000, almost one-fourth 
of all variety-store employees. Federal Department Stores, a chain which in- 
cludes such stores as Bloomingdale Bros., in New York, Filene’s in Boston, and 
Fedway Stores in Texas, New Mexico, and California has 34 stores and 25,000 
employees. R. H. Macy & Co., with which the Retail, Wholesale and Department 
Store Union recently negotiated a new collective bargaining agreement cover- 
ing its employees in New York, has 26 stores and 24,000 employees. So, one 
could go down the list. , 

Does anyone contend that these giant enterprises cannot afford to pay their 
employees at least the $1 minimum wage that the Fair Labor Standards Act 
would guarantee them if they were brought within the scope of the act? We 
have compiled some data on this which we think should be of some interest to this 
snbeommittee. This information is set forth in the appendix to this statement, 
to which I would invite your attention. This information is of particular sig- 
nicance, it seems to us, because it is precisely the large independent and chain 
distribution enterprises that we believe should be brought within the coverage of 
the act, not the small local retailer about whom all the tales of narrow margins, 
intense competition, and hand-to-mouth existence are told. 

Mr. Chairman, the Fair Labor Standards Act has consistently been described 
as “remedial and humanitarian legislation (Phillips Co. v. Walling, 324 U. 8S. 490; 
U. S. Cartridge Co. v. Powell, 339 U. S. 487; Roland Electrical Co. v. Walling, 
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326 U. 8.657). As such, the courts have, in accordance with the ordinary rules of 
statutory construction, interpreted and applied it liberally so as to effectuate 
fully its purpose of assuring to employees within its scope the fair labor standards 
to which they are entitled. Likewise, the courts have interpreted and applie:| 
the exemptions written into the law carefully and narrowly on the theory that 
Congress is required to be specific in manifesting its intention to deprive indi- 
viduals of the benefits prescribed by the law. Ordinarily, the burden of proof to 
sustain an exemption rests upon the party claiming it. Similar rules should 
apply to those who are arguing and will argue before you that the present 
narrow definition of coverage should be retained in the law and that the present 
complicated structure of exemptions should likewise be kept. 

This follows from the fact, too, that the living needs of those who work in stores 
or in food processing or handling plants are no different from the needs of those 
who work in mines or factories. The “minimum standard of living necessary for 
health, efficiency, and general well-being of workers,” which the act is expressly 
designed to protect, is the same for both. 

Similarly, the $1 spent by the retail or wholesale worker or the worker em- 
ployed in the food processing and packing plant adds just as much to the Nation's 
purchasing power as the $1 spent by the miner or the factory worker. The 1 
$1 is as necessary as the other to maintain our economy on the high and expand. 
ing level of productivity, employment, and prosperity it has attained. 

When the Fair Labor Standards Act was enacted in 1938, it was only a first, 
small step toward the accomplishment of the objective stated by the late Presi- 
dent Franklin D. Roosevelt in his message to Congress of May 24, 1937, namely, 
that “* * * Goods produced under conditions which do not meet rudimentary 
standards of decency should be regarded as contraband and ought not to be al- 
lowed to pollute the channels or interstate trade.” 

The standards that the act set, minimum wages of 25 cents an hour the first 
year, 30 cents an hour during the next 6 years, 40 cents an hour thereafter, with 
provision for increases up to 40 cents an hour in particular industries througi 
industry committee procedure prior to that time where economically feasible, 
were recognized at the time as “rudimentary” standards, designed only to elimi- 
nate “labor conditions which are clearly oppressive.” Coverage was narrowly 
confined to meet constitutional problems, and many exemptions were written 
into the law. 

Eleven years of experience under the Fair Labor Standards Act, and markedly 
changed economic conditions led Congress in 1949 to revise the minimum wage 
standards upward to a more realistic level. A minimum wage of 75 cents an 
hour was fixed in that. year for employees subject to the act. Again, last year, 
renewed study of the effectiveness of the act in accomplishing its objectives led 
to the taking of a further step in modernizing the minimum wage standards pre- 
scribed by the act. Last year the minimum wage under the act was raised to $1 
an hour. Both of these were steps that we supported, and that we applaud the 
Congress for having taken. 

Yet, on neither occasion was anything done to broaden the coverage or to nar- 
row exemption provisions of the act, except in certain relatively unimportant 
respects. Indeed, in 1949, the net effect of the provisions dealing with these 
problems that were included in the bill enacted by Congress that year was to 
— even more employees from the scope of the act than had been excluded 
before. 

As the Department of Labor pointed out in its memorandum of last year, to 
which I have already made reference, the 1949 amendments resulted in “a net 
loss, rather than progress, toward that ‘breadth of coverage’ which, for this act, 
is ‘vital to its mission.’ Of the two changes in basic coverage, the more impor- 
tant was the one curtailing it; and of the 10 exemptions from the minimum wage 
(aside from the special provisions for Puerto Rico), 4 were enlarged, only 1 
curtailed, and 6 new ones added” (hearings, pt. 3, p. 1781). 

The urgent need today in bringing and keeping the fair labor standards up to 
date is the expansion of its coverage and the elimination of as many of its exemp- 
tions as possible so that its purpose can be realized for as many as possible, not 
simply only 1 out of every 2, of the workers for whose protection it is designed. 
This is in accordance with its beneficial purpose, with its evolution over the 18 
years it has been on the statute books, and the promise given last year to the 
millions of organized and unorganized workers who are still deprived of the act’s 
protection that this problem would be taken up and dealt with this year. 

The burden of showing that coverage should not be extended into the field of 
distribution or that certain specific exemptions should be retained in the Fair 
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Labor Standards Act rests squarely on the opponents of broader coverage, it 
seems to me. I ask the members of this subcommittee in all sincerity whether 
they have heard any facts or arguments from these opponents that have not been 
advanced before, only to be proved by experience to be groundless, against im- 
provements in the standards prescribed in the act. I feel sure that any impartial 
study of the record of your hearings last spring and of the record that will be 
made in these hearings this year cannot fail to show that the opponents of the 
changes we advocate have simply not sustained the clear burden of proof that 
rests clearly on them. 

There is no sound reason why the distribution of goods should be excluded or 
exempted from the Fair Labor Standards Act when the production of goods and 
the shipment of goods in interstate commerce are generally covered. On the 
contrary, the need to bring employees engaged in these activities under the act is 
at least as great, if not greater, than the need to continue to cover under the act's 
protection employees who are already subject to the act. 

The congressional findings and policy which provide the basic justification of 
the act are fully as applicable to the distribution trades as to the manufacturing, 
mining, transportation, or communications industries. 

Has anyone attempted to argue that substandard wages, such as are widely 
prevalent in the retail distribution industries, do not cause “commerce and the 
channels and instrumentalities of commerce to be used to spread and perpetuate” 
labor conditions “detrimental to the health, efficiency, and general well-being of 
workers”? I have not heard anyone do so. 

Has anyone contended that the existence of substandard wages in wholesale 
and retail trade does not “burden commerce or the free flow of goods in com- 
merce” or does not constitute “an unfair method of competition in commerce”? 
I have heard no such contention anywhere. 

Is it any less true in the distribution industries than in other industries subject 
to the act that substandard wages lead to “labor disputes burdening and obstruct- 
ing commerce and the free flow of goods in commerce” and interfere with “the 
orderly and fair marketing of goods in commerce”? I think not. 

No; the same factors that support the application of minimum wage and 
overtime standards in mining, manufacturing, transportation, and communica- 


tions industries equally support the application of these standards in the distribn- 
tion end of the stream of commerce, 


APPENDIX 


A, Comparative wage data in retail, wholesale, and manufacturing 

Whereas retail and service employees were once one of the highest paid groups 
of workers, today their wages lag substantially behind those of other workers. 
Furthermore, the gap between the wages of retail employees and workers in 
manufacturing is becoming wider. 

Between 1950 and 1955, the average hourly earnings of retail employees were 
increased from $1.17 to $1.52, or 35 cents. Average hourly earnings in depart- 
ment stores and mail-order houses rose from $1.08 to $1.33, or only 25 cents. 
In general merchandise stores the increase was from 97 cents to $1.19 an hour, 
or 22 cents. By contrast, average hourly earnings in manufacturing increased 
from $1.46 to $1.93, or 47 cents. 

The effect of continuing to exclude or exempt from the Fair Labor Standards 
Act most employees in wholesale and retail trade is to keep them out of step 
and out of line with workers in mining, manufacturing, transportation, and 
communications of whom all but a very small proportion are within the pro 
tection of the act. In none of these “covered” industries, for example, are 
average annual earnings per full-time employee below the average for all indus- 
tries. In 1953, the latest year data are available, however, average annual 
earnings per full-time employee were below the average for all industries 
($3,599) in the fields of both retail trade ($3,092) and services ($2,650). Only 
in agriculture, forestry, and fisheries, where average annual earnings per full- 
time employee were only $1,653, was the industry average appreciably lower 
than in the retail trade and service industries. 

Furthermore, without a floor under wages, such as is guaranteed by the Fair 
Labor Standards Act to workers who are within its protection, it is apparent 
that minimum wages, as well as average wages, whether on an hourly, weekly, 
monthly or yearly basis, can and do vary widely. Even in the wholesale indus- 
try, which is one of the highest wage major industries in the country, average 
straight-time hourly earnings in 13 cities surveyed by the Bureau of Labor 
Statistics in 1952 ranged from 85 cents in Jacksonville, Fla., to $1.33 in Oleve- 
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land, Ohio, in the case of janitors, porters, and cleaners; from 85 cents in the 
Norfolk-Portsmouth-Hampton Roads area to $1.50 in Milwaukee, Wis., in the 
ease of stock handlers and hand truckers; and from 86 cents in Jacksonville, 
Fla., to $1.13 in Cleveland, Ohio, in the case of watchmen, As the Bureau noted, 
“In smaller cities the wages of these employees may be lower.” 

Undoubtedly, there have been increases in the level of average hourly earn- 
ings and average annual earnings in the years that have elapsed since 1952 and 
1953. These changes, however, have not modified substantially the basic pattern 
of low wages in retail and service establishments as compared with other major 
industries and wide disparities in wage levels in wholesale, as well as retail, 
trade in the wages paid to workers in different areas and in different occupa- 
tional groups. 


B. Profits in retail trade 


The record is that the retail trade industry can afford to pay the minimum 
wage and observe the other standards required by the Fair Labor Standards 
Act. The retail trade and service establishments that would be brought under 
the act, if our proposals are enacted, the large department and chain estab 
lishments, are the most profitable in the industry. 

Profit margins in retail and wholesale trade compare favorably with those 
in manufacturing, which generally is subject to the requirements of the Fair 
Labor Standards Act. Loading corporations in retail and wholesale trade en- 
joyed an overall return of 11.1 percent on net assets in 1955, as compared with 
a return of 15 percent for leading manufacturing corporations. In retail and 
wholesale trade, the percentage ranged from 8.5 percent in wholesale and mis- 
cellaneous to 13.0 percent in chain grocery stores. 

For individual enterprises, the story is the same. Appendix table 3 lists net 
assets, net profits, and net profits as a percentage of net assets for six large 
enterprises in the retail field. These include F. W. Woolworth, Newberry, 
McCrory, S. H. Kress, H. L. Green, and W. T. Grant. Net profits as a percentage 
of net assets for these six giant firms in 1954 ranged from 15.0 to 24.5 percent. 


TaBLe 1.—Comparison of average weekly and hourly earnings in retail trade and 
manufacturing, 1950-55 
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Source: Monthly Labor Review, Bureau of Labor Statistics, U. S. Department of Labor. 


TABLE 2.—Net income of leading corporations in trade and manufacturing, 
954-55 


[In thousands of dollars] 


Number | 


Industrial group | of com- 
panies 
| 1954 | 1955 


Reported net income | Percent re- 
| 


after taxes Book net assets | turn on net 


Total manufacturing- -- 1, 765 $9, 467, 124 | $12, 373, 262 | $77, 173, 288 $82, 508, 845 
Chain stores (food) 25 | 85, 530 | 94,733 | 626, 890 | 705, 712 
Chain stores (variety, etc.) _- 54 | 111, 325 144, 234 | 1,323,123 | 1,359,837 
Department and specialty--) | 151, 230 176, 085 1, 614, 863 | roe 138 
Mail order 6 | 177, 182 202,180 | 1,559, 274 
Wholesale and miscellaneous. 59, 961 67,801 | 757, 307 
Total trade 585, 228 685,083 | 5,886, 457 





Source: First National City Bank, New York City, Monthly Letter, Business and Economic Conditions, 
April 1956. 
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TABLE 3.—Net profits as a percentage of net current assets of 6 major retail 
enterprises, 1954 


Net profit 

Current profit as percent of 

net assets net current 
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Source: Fairchild Financial Manual, 1955. 


Mr. GreensercG. In the statement we are submitting you will find 
the specific proposals we are making relative to proposed changes in 
the Fair Labor Standards Act and we submit these proposals for 
your guidance and consideration. 

I am aware, Mr. Chairman, that the submission of extensive, cold 
statistical briefs can be a tedious chore, both for those who read it 
and those who are forced to listen to it. I would like to take advantage 
of the time I have before your committee to discuss how our proposed 
recommendations will affect the lives of some 7 million workers, both 
organized and unorganized, who are employed in the retail industry. 

I have read and have heard it said that our Nation is at present 
enjoying an unprecedented period of prosperity. ‘The following are 
some of the factors which are cited to prove this: the gross national 
product rose $1.7 billion in the first quarter of 1956, to a record high of 
almost $400 billion. Employment is at an all-time high of better 
than 64 million employed on jobs. Disposable income is at a near- 
record level. 

Corporate profits after taxes in 1955 totaled some $22 billion, up 
almost $5 billion over 1954. 

Business confidence in the expanding economy is shown by the fact 
that business plans to spend almost $35 billion on new plants and 
equipment in 1956. I suppose this could also be attributed to the 
fact that business interests are fairly confident of the outcome of the 
presidential election which is going to take place soon. 

Senator Doverias Don’t identify a Republican victory as being 
synonymous with prosperity. 

Mr. Greenserc. Well, if they are going to plan to spend some $35 
billion I guess they have got some advance information on the result 
of the election. 

There is an additional phenomenon that we are gratefully observing 
which is that there is a growing recognition that war is unthinkable, 
and it is suicidal. Our Nation is engaged in an economic campaign 
to demonstrate to the whole world the superiority of our way of life 
to that of the Communists. It is my contention, Mr. Chairman, that 
the best way to prove this is by continuously demonstrating the high 
wage and living standards enjoyed by American workers. 

We feel that the retail workers should be part of the picture of 
America which we show to the world. 

Unfortunately, the exemption of the retail workers from the pro- 
visions of the Fair Labor Standards Act has resulted in a decrease in 
their relative standing in the community. 
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There are a little better than 7 million of these retail workers, and 
they constitute an important segment of the working population of 
America today. Their exemption from the provisions of the act 
cannot be justified morally, economically, or historically. 

Let us review some of the facts, Mr. Chairman. 

I have in front of me some information from the Monthly Labor 
Review, published by the Bureau of Labor Statistics of the United 
States Department of Labor. It is titled “A comparison of average 
weekly and hourly earnings in retail trade and manufacturing from 
the years 1950 to 1955.” I think you will find it in our prepared state- 
ment, as appendix table No. 1. 

Senator Douatias. I have found it. 

Mr. Greenserc. We notice that in manufacturing in 1950 the aver- 
age hourly rate was $1.46. It increased down through 1951, 1952, 
1953, 1954, and 1955 to where it is now an average hourly rate of $1.93. 
There is a spread of some 47 cents from 1950 to 1955. I think we 
should take note that in 1950, the 75-cent minimum wage went into 
effect. 

In general merchandise stores in the year 1950, the average hourly 
rates was 97 cents, and through the years it was increased to where 1t 
now stands at $1.19. You will notice there is an increase there of 22 
cents. 

The spread has widened by some 45 cents between manufacturing 
and re who work in general merchandise stores. 

Senator Dovetas. What do you mean by “general merchandise 
stores” ¢ 

Mr. Greenserc. By general merchandise stores I would mean 
variety stores, the stores which are commonly known as five and dime 
stores. 

Under the heading of “department stores” and “mail order” in 
1950, there was a general average hourly wage of $1.08. In 1955 it 
is an average of $1.33, which means an increase of 25 cents between 
1950 and 1955. You will notice there, too, that the spread is from 25 
to 47 cents or a difference of 22 cents in favor of the workers in 
manufacturing. 

In total retail, Mr. Chairman, the average hourly wage in 1950 was 
$1.17, and it rose to $1.52 in 1955, for an increase of some 35 cents. 
There, too, we have a difference of 12 cents. 

Now you will notice there is a difference in the spread between the 
category labeled as total retail, and the others, labeled as department 
store, mail order, general merchandise store. 

That is rather interesting. I take it to mean that the hourly rate 
is greater in total retail because of the impact of the stores which we 
have been hearing so much about, the alleged small stores. To the 
best of our knowledge, the wages paid in these stores tend to lift the 
total average because the wages are much higher. So these prophets 
of doom who scream so much about what the minimum wage will do 
to the little stores ought to look at this and see whether the stores will 
be affected. We do not think they would be. 

Senator Dovewas. In other words, the little stores should be pro- 
tected against the big stores? 

Mr. GREENBERG. We intend to say that before we are through today 
and I intend to try to prove it to you, Mr. Chairman. 
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We find that the retail industry today is dominated by giant chains 
who are among the strongest and most powerful corporations in 
America. Let me give you some examples of this. 

You know the type of merchandise which is sold in the typical 
department store. Generally speaking, these items are men’s, women’s, 
and infants’ apparel and furnishings, housewares, china, luggage, 
furniture, mattresses, beds, rugs,, household appliances, radios, phono- 
graphs, et cetera. Forty percent of the total sales of these items 
throughout the country are made by department stores alone. In 
1954, the national sales of these items amounted to $2834 billion. 

All department stores and mail-order houses combined did $ily, 
billion of this volume. This is interesting to note: 12 of these stores 
lone did a total business of $8 billion in these items. These stores 
are Seats, Roebuck, which did $2,965 million: Montgomery Ward, 
S887 million; Aldens, $91 million; Spiegel, $129 million; Allied De- 
partment Stores, $544 million; Federated Department Stores, $500 
inillion; Cities Stores, $241 million; Associated Dry Goods Stores, $154 
million : Gimbels, $290 million; Macy’s, with which I am rather fa- 
iniliar because of some recent incidents, $370 a ; Marshall Field, 
$206 million; the May Co., $444 million; J. Penney Co., $1,107 
million. ‘These are not only giant sen Ba ig but they are highly 
profitable operations. 

Let me give you some facts, Mr. Chairman: The National City Bank 
of New York each year conducts a study of the net income of leading 
companies. The study for April 1956 covers 3,400 of the largest com- 
panies in America. 

The industries represented in the study are a cross section of the 
American economy, and if you would like to see it we can submit it in 
evidence. We have a copy. 

Senator Dove.as. Table 2, I think. 

Mr. Micuetson. No. I have a photostatic copy of the study. Per- 
haps we can submit it in evidence and the Senator can follow it. This 
is a photostat of April 1956. 

Mr. GreenserG. The industries represented in the study are a cross 
section of the American economy, manufacturing companies, mining 
companies, department stores, railroads, utilities, commercial banks, 
insurance companies, and so forth. One of the most important fea- 
tures of the National City study is an examination of profit as a per- 
centage of net worth. This figure is considered to be one of the Pest 
barometers of the profitability of a company. 

Their study for the year 1955 shows that 3,400 companies, with 
net assets on the books of $153 billion, had a percentage return on net 
assets of 12 percent. 

The retail industry in the study shows the following figures: Chain 
stores, food: return, 13.4 percent; chain store, variety< return, 10.6 
percent. 

Senator Doveras. One point I think should be cleared up for the 
record. Iregret the Senator from Colorado is not present. But though 
he is not present I must go ahead. The Senator from Colorado made 
the point this morning that the percentage of profit on sales was rela- 
tively low in the grocery stores, and he mentioned the fact that it was 
around 2 or 3 percent. 

Now the figures which you have produced indicate there is a markup 
of 1.2 percent on sales but on net assets, the return is over 13 percent. 
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Mr. Greenserc. 13.4 percent. It is higher than the general average. 
Senator Dovetas. So the figure on profitability of this industry 
should not be based on a percentage profit on sales, but percentage profit 
on net assets. 

Mr. Greenserc. That is precisely the point we are trying to make. 
In department and specialty stores, the return is 10.6 percent, and in 
mail order houses the return is 12.3 percent. The mail order-—— 

Serator Dovexas. Profits on sales were only 2.9 and 4.4? 

Mr. GreenserG. That is why that is a misleading figure completely, 
as far as we are concerned. 

Senator Dovenas. I did not intend to mislead you, but it sometimes 
deceives innocent people. 

Mr. Greenserc. That is not my inference, but the point I am trying 
to make is that a better barometer as to the profitability of a company 
is to use profits as a percentage of net worth. The mail order and de- 
partment store figures obviously compare favorably with the national! 
average. Therefore. we are not dealing with a small corner grocery 
any longer. We are talking about big corporations that are today 
big business, with good profits. 

We have been talking about the big retail industry. The opponents 
of extension have been shedding crocodile tears about the effect that 
extension of coverage would have on the typical family store. I would 
like to deal with that question, Mr. Chairman. 

The truth of the matter is that extension of coverage to the retail 
industry would be an act in defense of the interests of the smaller 
retailer. 

Let me tell you about small retailers because I personally know 
the small store owner and I know his problems. I worked for a small 
retail store all my life before I was elected to union office. Since then 
I have for the last 17 years negotiated contracts primarily with small- 
business men who employ 1, 2, 3, and 4 people, so I am completely 
familiar with all their problems and all their needs. 

Extension of coverage in most instances will not even affect the 
smaller retailer because the small retailer can only remain in busi- 
ness by giving individualized personal service. This requires the 
highest type of competent retail personnel, and for this he pays good 
wages. Our big problem with the small retailer is not to get him to 
pay the minimum wage. It is to help him find the kind of competent 
help which he needs to build his business, to ring his register and to 
build goodwill for him. That he can’t get by paying less than the 
minimum wage. 

Our inability to find the kind of help which helps build the small 
storekeeper’s business sometimes creates a problem. In a small store 
the retail employee is a salesman, of fine ability, and the business of 
the store depends upon this sales ability. In the large retail opera- 
tions, the sale of merchandise is essentially promoted through adver- 
tising, display, and order taking. The kind of help needed to do 
business in the small stores comes high, and the employers know it, 
and they are paying for it. If you need any proof, Mr. Chairman, 
walk into any independently owned specialty shop and when a sales- 
man gets through with you, you will know just what I mean. 

He will make every se attempt to sell you the merchandise. 
He is not merely an order taker. He works for the company and 
helps build that company. That kind of initiative has to be paid 
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for so we don’t have any problem with the minimum wage in the small 
store. 

Let me also tell you the biggest problem our union has all over the 
country, negotiating agreements with the so-called small retailers: 
The main argument against giving us more money for our people is 
the unfair wage competition of the larger stores. That has been 
their constant ‘argument, and frankly, we haven't found an answer 
for it. We haven't been able to answer them because we haven't yet 
done an organizing job on the big stores. Thus far, we have been 
unable to bring their wages up so that they are competitively equal 
in terms of wages. 

I think it would be interesting to note, Mr. Chairman, the experi- 
ence of the State of New Jersey just last week. The labor commis- 
sioner of the State has set up hearings under their State minimum 
wage act, which now calls for a 75-cent minimum, ranging downward 
in some of the areas. A call was sent out for small-business men to 
testify. At this hearing, however, not a single small-business man 
ap speared to testify, but some professional representatives of various 
chambers of commerce came in to cry about the plight of the small- 
bus siness man. 

We knew, those of us who were at this hearing knew, that they didn’t 
have the small-business man in mind. What they were doing was 
carrying the fight for the department stores who don’t want a decent 
inimimum wage. 

I know the small retailers. We have contracts with them in the 
State of New Jersey. Not only of them showed up to oppose an in- 
rease nor did a representative of their various organizations show up. 
1 think that is very interesting. The fight to prevent extension of 

coverage to the retail industry, in my jud, gment, is being carried by 
the chambers of commerce who represent the giants of the industry. 
They don’t give a hang about the small retailer. They are simply 
using the small-store owners as a cloak to mask their own determina- 
tion to perpetuate low wages, while reaping large profits. If you 
want to help the small retailer who cannot compete against giants in 
buying merchandise and advertising and indistributing it, help them 
by forcing the big boys to pay at least a minimum wage. 

I firmly believe the retail clerks who are presently below a dollar 
an hour are essentially employed by the larger corporations, and not 
in any appreciable degree by the small retailer. The small retailer 
can’t live with inexperienced help. That is all he could buy if he 
paid less than a dollar an hour. 

Mr. Chairman, we are grateful for the time that you have allotted 
us. We would like to say to you that there are 7 million retail workers 
in this Nation who are not covered by the act. They are waiting for 
this committee and for Congress to do something about it. We are 
hopeful that this time it will be done. 

Senator Doucias. Thank you very much, Mr. Greenberg.’ I ap- 
preciate your testimony. 

That concludes the testimony for today. The hearing will be 
resumed tomorrow at 10 a. m. in room 457 of the Senate Office Build- 
ing, and the witnesses will be Mr. Van H. Priest, United States Cham- 
ber of Commerce; Mr. Rowland Jones, president, American Retail 
Federation; Mr. John Hazen, Washington representative, National 
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Retail Dry Goods Association; Mr. Arthur Packard, American Hotel 
Association; and Mr. A. Brylawski, vice president, Theater Owners 
of America. 

May I say for the record that we, of course, will allow equal time 
to the opponents of the measure as will be given to the proponents. 
Thank you very much. 

(Whereupon, at 3:28 p. m., the hearing adjourned.) 
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THURSDAY, MAY 10, 1956 


Untrep States SenaTe, 
Com™ Irree ON LaBpor AND Pusiic WELFARE, 
SuBcoMMITTEFE ON Lapor, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10 a. m. in 
room 457, Senate Office Building, Senator John F. Kennedy presiding. 
Present: Senators Kennnedy and Goldwater. 
Also present: Stewart E. McClure, staff director; John S. Forsythe, 
general counsel; Michael J. Bernstein, minority staff director. 
Senator Kennepy. The subcommittee will come to order. 
The first witness will be Mr. Van H. Priest, prepresentative of the 
United States Chamber of Commerce. 
Mr. Priest. May I proceed, sir? 
Senator Kennepy. Phones: sir, yes. 


STATEMENT OF VAN H. PRIEST, FOR THE CHAMBER OF COMMERCE 
OF THE UNITED STATES 


Mr. Priest. I am Van H. Priest. I am a retailer and president of 
the Van H. Priest Co. of Madison, Fla., a small chain of variety stores 
in north Florida and south Georgia. 

I am also mayor of the city of Madison. 

I appear as spokesman for the Chamber of Commerce of the United 
States, a federation of some 3,200 local and State chambers of com- 
merce and trade and professional associations which have a member- 
ship of 1,700,000 businessmen. 

I have with me here at the table, Mr. R. H. Davis, manager of the 
national chambers’ distribution department, also Dr. Emerson 
Schmidt, the chamber’s director of economic research. 

Dr. Schmidt has been before this committee on previous occasions. 

The national chamber appreciates the opportunity to express its 
— on proposals to extend coverage of the Fair Labor Standards 
Act. 

Last year, Dr. Schmidt appeared here to explain the chamber’s 
position with regard to raising the minimum wage and broadening 
coverage under the law. I hope that you will study his remarks again 
during the course of these hearings. 

The members of the national chamber have expressed the belief 
that the Fair Labor Standards Act should be limited in coverage to 
employees engaged in interstate commerce, or in the production of 
goods for commerce. And, likewise, it should aciieatie exempt 
from its application those industries and retail and service businesses 
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which are essentially local in character and any others to which the 
application of the act would be inequitable and unjust. 

With that basic policy in mind, Id like to emphasize the chamber’s 
position with respect to Senate bill 2748 and Senate bill 3310. These 
bills propose extensive changes in the coverage of the act. 

We believe that there should be no change in the basic coverage of 
the act, and that all of the present exemptions should be retained. 

The basic coverage of the Fair Labor Standards Act, as outlined in 
section 2, appears to be consistent with our Federal system of Govern- 
ment. To alter the basic coverage by including “activities affecting 
commerce” would constitute an unwarranted extension of Federal 
responsibility into fields traditionally reserved to the States. 

Frankly, if this new language were inserted, I don’t know of any 
area that would be left under the jurisdiction of the States. Even a 
barber shop could be construed as affecting commerce, since the tools 
with which the barber works may have been made in other States. 

And, I suppose you could even say that a neat haircut or a good 
shoeshine also affects commerce, if, by making a man more presentable, 
they contribute to his success in selling something that was made in 
another State. 

To avoid such farfetched interpretation—and to maintain our tra- 
ditional Federal system of Government responsibilities—it is essential 
that the basic coverage of the act as now written be preserved. 

Last year, the subcommittee heard Prof. Richard A. Lester, a strong 
advocate of minimum-wage legislation. Although the chamber could 
not agree with much that he said, we think it highly significant that 
so vigorous a supporter ef wage-hour laws took this position with 
regard to coverage of the act: 

The Federal Government should not attempt to fix minimum wages for grocery 
stores, variety stores, department stores, hotels, or theaters, as the administra- 
tion has recommended. Such local market industries more appropriately should 
be reserved for State minimum-wage determination. The Federal Government 
should not seek to take away from the States their functions and responsi- 
bilities by exerting national power over locally oriented operations. 

The exemptions contained in the act were established by Congress 
because of the conditions peculiar to each group exempted. Those 
special conditions, most of which were recognized in 1938—even be- 
fore we had any experience with a general minimum-wage law—and 
all of which were reaffirmed in 1949, remain entirely relevant today. 

In the interest of conserving the subcommittee’s time, and because 
the retail and service exemption apparently is the principal exemption 
under consideration, I will not discuss each individual exemption here 
today. 

I would like to point out, however, that the national chamber ap- 
proves these exemptions, despite the fact that we are not offering de- 
tailed testimony. 

For example, it would be wholly impracticable to remove the ex- 
emption now accorded “outside salesmen.” Also, as Dr. Schmidt 
pointed out last year, we feel the “area of production” exemption 
should be broadened to include all agricultural processing and that 
workers covered by collective bargaining agreements should be ex- 
empted from coverage under the Fair Labor Standards Act. 

I mention these items merely to indicate our overall interest in 
these exemptions—and to request, in the event other exemptions are 
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given serious consideration, that we be permitted to offer additional 
testimony. 

Now, I want to talk specifically about the retail and service exemp- 
tion, because of the imperative need for preserving this section. 

If regulation is judged necessary, it should be accomplished through 
local action, to fit particular local needs. Wage and -~ policies of 
retail and service establishments do not affect labor standards in 
interstate commerce. They are determined entirely by local market 
conditions, and the level of wages and hours in one area in retailing 
will have no effect upon labor standards in any other area. 

In this connection, I don’t think interstate ownership and control 
is the issue here. A chain store survives or fails, depending upon the 
type of service it provides in its community. In this respect, it’s 
just as “local” as a small independent grocer. 

Also, I don’t think the issue should concern the amount of annual 
sales volume. You just can’t set a cut-off point like that without 
creating an unjust situation. Not only does it penalize the store above 
the figure, it also dampens the manager’s ambition of the store just 
below the figure. 

For example, take a store that does an annual business of, say, 
35,000 or $10,000 less than the specified cut-off point. Why should the 
manager try to raise his volume to over the cut-oif point when he 
knows his reward will be intervention by another Federal agency— 
plus an added expense of maintaining the voluminous required rec- 
ords that will ho eat up all of, or more than, his sales increase ¢ 

The issue involved in consideration of the Fair Labor Standards 
Act is exclusively that of wage and hour policies. Professor Lester 
made this point quite clear last year when he stated : 

The States should not be deciding the kind of minimum wage protection or 
exelnption that should apply in industries competing in national or interstate 
markets. The opposite side of the coin is that the Federal Government should 
not seek to regulate local market types of industries and employment that 
have no relation to production for interstate sale. 

We feel the extension of coverage to retail and service employees 
will pose serious problems that will have a tremendous impact upon 
retail and service businesses. 

First, consider the matter of overtime pay. Special bonuses, com- 
missions and other unique forms of compensation prevail through- 
out large sections of the distribution industry. 

The difficulty of computing the exact rate of pay and of assuring 
that overtime pay is equivalent to time and a half of straight time pay 
would be extremely difficult. 

Second, the 40-hour week would be hard to apply. The establish- 
ment of maximum hours is not as easily applied to retailing and 
service trades as it is to manufacturing. 

Retail and service firms cannot enjoy assembling line techniques 
that assure a smooth, controlled flow of customers throughout the 
store, hour after hour, every working day. 

Customers have their own ideas about when it’s convenient to shop, 
and they spend their money in stores that make it easy and convenient 
for them. This sometimes means more than a 40-hour week. 

Third, all employees will want a wage hike. Establishment of a 
minimum-wage rate for a firm’s employees means much more than 





152 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


raising a few wages at the bottom of the ladder. It means corre- 
sponding increases for all employees of a firm. 

Employees at higher salary levels are not going to sit still while 
Federal ruling automatically raises wages beneath them. ‘The effect 
will snowball because differentials have to be maintained. 

Already there is evidence of this “bumping” process taking place as a 
result of the March 1 increase from 75 cents to $1 to covered firms. 

Fourth, we fear that the Federal imposition of higher wages would 
have an inflationary effect throughout the economy. To stay in 
business, retailers must cover costs. If wage costs rise, without any 
productivity increase, prices must also rise. 

Price increases may well result in curtailment of consumer spending. 
With the exception of a few essential items, the customer doesn’t have 
to buy anything—and won’t if the prices are too high. 

Fifth, there would probably be a reduction in employment. If 
pressures of competition prevent a rise in prices, then the wage in- 
crease would have to result in reduction of the number of employees 
in retail and service firms. 

Especially hard hit would be the elderly employees, the handi- 
capped employees, and the young employees right out of school. 

If establishments are forced to pay higher wages, they consequently 
will be forced to release employees whose productive ability is not 
commensurate with the salary the Government says they must receive. 

By the same token, such raising of wages will have a disastrous 
effect upon part-time employees. Retailing provides employment for 
thousands of part-time employees who, because of limited time avail- 
able for employment, cannot secure jobs elsewhere. 

This practice gives a nice boost to some family incomes, and to the 
general standard of living. Since a legislated increase of wages 
would make it necessary for firms to curtail some of their services, 
many of these part-time jobs would be knocked out. 

Sixth, recordkeeping would be a big problem. 

Coverage under the act requires voluminous bookkeeping which 
would have a drastic nuisance impact on retail and service business- 
men, as well as an economic impact. 

Existing regulations require that 17 separate records must be kept 
for each employee for 5 years, and 7 other sets must be preserved 
for 2 years. There also are additional requirements as to how these 
records must be kept. 

For retail and service firms, compliance would be extremely difli- 
cult, particularly because of the various forms of compensation paid 
employees. 

These, then, are some of the problems which would confront retail 
and service businesses if you saddle them with an act that was never 
designed to fit their employment practices. There’s no doubt but that 
the result would be reduced service to customers and increased costs 
of distribution. 

And, modified coverage would not lessen the shock materially. Ex- 
tending coverage to employees of chain stores, or employees of stores 
doing annual business of more than a specified number of dollars, will 
have pretty much the same effect as covering all retail and service 
employees. 

Stores in a given community compete with each other in the labor 
market. If certain types of stores have to raise their wages because 
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of Federal edict, then other stores will have to do the same thing 
even though not covered by the act. 

Otherwise, they'll be getting their employees from the bottom of 
the labor barrel. 

Now, I'd like to tell you how this would affect my own business. 

Our stores are in small towns, some of them only about 1,000 popu- 
lation. We operate 17 variety stores in north Florida and south 
Georgia. 

Even though we operate 17 stores, our total volume is small, prob- 
ably much less than many single stores in this same area. 

For instance, in this regard, the 1954 census of business showed that 
7 Southeastern States did a retail trade business of about $19 billion 
in 1954. 

Of this amount, 6 standard metropolitan areas accounted for about 
$5 billion, or nearly 27 percent of the total. 

The same report shows that Florida did a retail business in 1954 
of about $4 billion and that nearly 40 percent of this total was ac- 
counted for in two standard metropolitan areas—Miami and Tampa- 
St. Petersburg. 

I mention this merely because I think it shows something of the 
ditference between large and small towns. Also, I think it shows the 
difficulty of setting up a minimum wage pattern that would be equal 
and fair to all retail employees in all towns. 

Most of our stores are in farming communities and it is necessary 
that we give quite long hours of service for two reasons; 

First, our farmers like to trade early and late so the "y can be about 
their work during the middle of the day. 

Second, in order for us to be able to run variety stores in small 
towns successfully, we must give long hours of service and try to 
meet the convenience of all customers. 

By giving fairly long hours of service, we have many hours during 
a day and during a week in which very few sales are made. 

Our customers expect to find us open and ready to serve during 
these hours, but if we were forced to pay $1 minimum plus $1.50 for 
all hours over 40, it would change our situation completely. 

We could not afford to keep sales people at the above rates for the 
sales that are being produced per hour in our stores. This would no 
doubt result in higher prices, for we would simply be forced to vr 
and overcome the added expense. 

Since it would be hard to just raise prices to cover any added ex 
pense, it would very likely become necessary for us to reduce per- 
sonnel. If we should be forced to do this, the service to our commu- 
nities would be likewise reduced. 

Since our business has always operated with employees who are 
beginners or of a marginal type, any change in hours and wages would 
necessarily force us to discontinue employing these people : and cause 
us to seek fewer and more efficient personnel. 

At present, we have many older women who are glad to work and 
help with the family budget. Many of these just simply could not 
qualify for speeded-up sales work that would be necessary under 
controlled wage and hour system. 

It seems that a forced change would throw many deserving people 
out of work. 
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Our business has operated for 31 years, and we have always used 
local people who seem to be perfectly happy and contented in their 
work. Our stores compete with the local merchants in our communi- 
ties. We all compete for personnel and on prices, and we are not af- 
fected too much with what is being done a thousand miles away or 
even in some of the larger cities nearby. 

Many of the local boys who came to us for their first jobs are now 
managers or running successful businesses of their own. 

Many girls who worked in our stores during school to earn the 
little extra money needed to tide them over are now successful teach- 
ers, secretaries, housewives, etc. They have told us that their experi- 
ence as a beginner in our store has helped them all through life. 

Under present conditions we are able to give the people in our small 
communities the advantage of very good variety store service. But, 
any extension of wage and hour control into our stores would cause 
much confusion and hardship. 

For instance, during 1955 our sales per employee-hour was $5.74, 
or $269.78 per week. Our workweek averaged 47 hours, and our aver- 
age cost of sales was a fraction over 10 percent—about as high as you 
can safely go for selling costs in our type of business. 

Had we been operating under the proposed minimum of $1 per 
hour for the first 40 hours and $1.50 per hour for hours in excess of 40, 
the results would have been quite diferent. 


Forty hours would have produced sales of $229.60 at a cost of $40, 
or about 171% percent of sales. The remaining 7 hours would have 
produced sales of $40.18 at a cost of $10.50, or about 26 percent of 


sales. 


This added cost would have been so far out of ratio to sales that it 
would have more than taken up our entire net profit. 

Now, these basic views are not mine alone. The national chamber 
has heard from many businessmen who are concerned with proposals 
to extend coverage. I’d like to read some of their comments to you 
in emphasis of the statements I’ve made thus far. 


Now, this is a letter from New York State, from the president of a 
department store. And I quote: 


I have been with this firm for 40 years and have been president of the concern 
for nearly 22 years. It has always been my ambition and my endeavor to do 
the best I could for my help, but we feel if this law is carried out, it will force 
a lot of medium-size retailers, as well as smaller ones, to either close up, cut down 
their service, change to open displays, or be merged with some of the bigger boys. 

It looks to me as if those that are pushing for this bill do not know too much 
about the independent retailers’ problems, and they should acquaint themselves 
with them. 

I believe if this coverage is extended to retailers you will find there will be a 
lot of people out of employment and more open displays and self-service will 
have to be adopted and the class of service found in medium and high-priced 
stores, with the exception of specialty shops, will have to be revamped. 

I think that every conservative businessman is willing to pay help as much as 
he can afford, but we should be able to make a profit, but many retailers are not 
doing more than making their depreciation and rent. 

One bad feature is that it reduces the productivity of the individual employee 
when he thinks something will be handed to him without any effort on his part. 
This in my book does not spell for enlightened judgment at this time, or any 
time. America was made by constant and good initiative and effort. 


There is another letter from Virginia, a general merchandise jobber, 
who had this to say: 
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* * * We do not see how it is possible to materially increase the salary of 
sales personnel without immediately affecting the markup on goods. This 
markup which we have maintained for many years has shrunk from continued 
increase of every form of expense, such as rent, heat, light, salaries, advertising, 
and so forth, until it has reached the stage today where our net profit has shrunk 
to pennies and the only way to remain in business with any further increase in 
expense, as the writer sees it, is to increase the markup. 

Of course, if we do this and our competitors do not, we will price ourselves 
out of business. If we don’t, and we cease to make a profit, we will price 
ourselves out of business. 

The only consolation that we can figure is that our competitors will be in the 
same boat and will be forced to do likewise, which will mean that any such 
increase will inevitably lead to an increase in price of merchandise and infla- 
tion which in the end does nobody any good. 


Another letter, from a little town in Kentucky, came from a man 
who sells stationery, office equipment, and gifts. He wrote: 


I will tell you what it will mean to this company, which I suppose is an 
average small-business corporation. 

The men who are employed by this company would not be affected, as they all 
make over the minimum of $1 per hour because of heads of families, and so 
forth; but there are 2 or 3 younger and older women here in the store who do 
not make that much, and to be required to pay that amount would result in 
1 of 2 things: 

We would either have to raise these employees and other employees as well, 
as those who are making $1 per hour would certainly not be satisfied to have 
the other employees brought up to that amount and their not get an increase. 
In other words, it would affect our whole wage structure. 

Or, it would require my laying off 2 or 3 people, which would make them 
unemployed, and in addition, we would not be able to wait on trade with reason- 
able promptness if we take off our floor 2 or 3 of our sales clerks. 

I am sure this is not desirable from any standpoint. 

* * * We are now paying the average for our industry and even at these 
wages we have a hard time making any money. Our officers make a reasonable 
salary, but for 2 or 3 years we have not been able to make a net return on our 
money invested. 


Another letter from an appliance retailer in Wisconsin had this to 
say: 


* * * Our wage costs in 1954 were approximately 18 percent of our sales 
dollar while net profits were less than one-half percent. Our audit report for 
fiscal 1955, ending January 31, 1956, has just become available and the earnings 
for ownership of this business is still less favorable than in the previous year. 

It appears quite obvious that there is no room for increased wages for our 
employees by cutting into profits. 

Extension of the minimum wage to retail establishments such as ours will 
therefore result in one of the following: 

1. It would be the death warrant of our business ; or 

2. It may be possible to keep the business going by immediately dis- 
charging all of our marginal workers, replacing them with more efficient 
personnel, and curtailing services now offered to the public. 

If this approach is to have any hopes of success, it is my opinion that over 
half of our present employees would have to be discharged. 

I believe that the management of this business has already been doing what 
it can to improve efficiency of operation. Additional plans for further improve- 
ment in efficiency of operation are being studied. 

When efficiencies can be brought about, employees will benefit proportionately. 


Also, a letter from a laundry and dry-cleaning establishment in 
Wisconsin had this to say: 


We are a small laundry and dry-cleaning establishment, with approximately 
60 employees in a city of 32,000, and we fear what the wage-hour coverage, should 
it apply to us, would mean. 

We feel it would be impossible for us to raise our prices to cover the additional 
cost, and if we did raise prices, our volume would decrease to the extent we 
would employ few people. 
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There are many times during the week in which a service industry such as 
ours is slack and our workers have little to do, yet we must keep them for busier 
periods necessitating longer hours. 

There at no time during the year is a normal flow of work such as in manu- 
facturing. <A service industry such as ours must have longer hours at normal 
rates or go out of existenee. 

The workers we use would have difficulty in obtaining employment in many 
industries that require skill, or demand a high-school education. They would 
find it difficult also to get along without their weekly paychecks, should we go 
out of existence. 


Here is another letter that came in to the chamber’s office from a 
Michigan hotel executive that reads as follows: 


We have 350 rooms, and our payroll is running 48 percent of gross sales. 

If we are forced to raise the minimum wage to $1 per hour and increase our 
wages accordingly, it would mean a payroll increase of about 15 percent. —, 

A similar hotel near us with about 600 rooms found it necessary last year to 
convert to a straight apartment building and do away with all services. 

If this increase is granted, I feel we will be forced to follow the same policy. 


The national chamber heard from a Texas businessman who wrote 
this: 


Our company operates vending machines in the metropolitan area of this city. 
These machines vend cigarettes, coffee, cold drinks, hot chocolate, and so forth, 
and furnish a real service to manufacturing plants, offices, transportation, and 
amusement centers, and like installations. 

By necessity, these machines must remain in operation 24 hours a day, 7 
days a week, or they lose their value to the establishment where they are located. 

Our employees are highly trained, well-paid technical servicemen, each of 
whom draws a far greater salary than the minimum set by the wage-hour law, 
when computed on a 40-hour work week. 

Our people normally work 40 hours a week except that a roster is kept for 
night and weekend service. 

When an employee’s name papears on this roster he is subject to call for 
emergency service at any time after closing hours until the next morning. It is 
rare, indeed, when this employee is called for service, but this does not limit 
the fact that the man is “on duty” and, when necessary, the call must be made. 

The man on duty, in such cases, does not stay in our shops. He is free to go 
home, or anywhere else, but simply maintains contact with our secretarial serv- 
ice so that he may be available, if needed. He goes to bed whenever he wishes, 
and is called at his home if the need arises. 

Should we be required to pay, in addition to the man’s regular salary, an extra 
time and a half for his duty period, we would seriously limit our operating profit 
or curtail service to our customers. 

Such a requirement, in our opinion, is a restriction on business methods and 
accomplishes nothing except to harass the employer. 


Here is another letter from a department store president, from Ore- 
gon. And I quote: 


Retailing and service business are * * * because of their very nature * * * 
intrastate. Even though some retail organizations are large and have stores in 
many States, each individual store does business on a purely local basis. 

Speaking of our own organization, which is small, we are limited to a very 
small trading area and our sales do not * * * by any stretch of the imagina- 
tion * * * affect interstate commerce. 

We feel that Federal control of hours and wages is an infringement on States’ 
rights. At the present time, many States have enacted * * * and are satis- 
factorily observing * * * State wage and hour legislation. 

The imposition of a Federal wage and hour law on any segment of the retailing 
and service businesses would, of course, bring all retailing into competition with 
those under Federal regulation. 

The average retailing establishment provides one of the steadiest types of 
employment. There is very little seasonal employment. 

Federal wage and hour regulations could very easily place such a heavy burden 
on small retailing that it would become necessary to reduce our services and 
sales forces. 
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In Ohio, a hotel estimated the impact of extended coverage on its 
7 rations. Here are the conclusions: 

. Of their 300 employees, 196 would be affected. 

Raising these people to $1 per hour would cost $12,675 per month, 
or an increase of 27 percent. 

Fifty additional people would be given raises to maintain their 
salary differentials. ‘The cost would be $800 per month, based on 
10 cents more per hour, which is conservative. 

$. Since time and one-half must be paid for work over 40 hours, an 
estimated 98 employees would be affected at a cost of $11,487.96 per 
month. 

Total cost to the hotel per month from 2, 3, and 4 above would be 
$24.962.96—per vear, $299,544. 

The final conclusion is that the higher cost would necessitate sig- 
nificant increases in all hotel prices—rooms, food, and beverages, prin 
cipally, and this does not include any increased cost passed “along to 
the hotel by its suppliers. 

To conclude my testimony, I want to emphasize two points: 

. Retail and service employees do not need coverage of the Fair 
Labor Standards Act. 

They may be injured by such coverage. 

The evidence is conclusive that wages and hours in retailing have 
maintained their relationship with covered industries throughout 
the history of the act. 

From 1939 to 1950, wages in manufacturing, mostly covered, rose 
121 percent. Wages in retail trade rose 117 percent, or almost exactly 
the same in this 11-year period. 

From 1950 through the present, wages in manufactur ing and retail 
trade have exactly kept pace with each other, each showing a gain of 
a little over 30 percent. 

In hours i from 1939 to 1950, average weekly hours in manu- 
fatcuring increased by more than 7 percent, while in retail trade they 
have declined. 

A thorough study by the National Bureau of Economie Research, 
Distribution’s Place in the Economy Since 1869, by Harold Barger, 
Princeton U niversity Press, showed that distribution w ages have kept 
pace with wages in production industries over an 80-year period. 
Almost more signifies ant, however, hours worked per week have de- 
clined far more rapidly. 

In 1869, distribution hours exceeded those of production and con- 
struction by some 20 percent, on the average. Yet, in 1949, they 
vere almost identical. 

Therefore, it is clear that legislation of this type is not needed to 
assure more income and more leisure to retail and service employees. 

Hlowever, it is entirely possible that the administrative diffic vulties 
experienced by retail and service establishments in complying with 
this law would injure the employees by leading to a modification of 
commission systems, a reduced hiring of marginal employees, and a 
rearrangement of store hours. 

Gentlemen, I urge you strongly to oppose any extension of wage- 
hour coverage. 

Senator Kennepy. Thank you very much. 

Are there any questions? 
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Senator Gotpwarer. Mr. Chairman, because we are talking today 
about small stores, I think some of these figures I have before me from 
the Controllers’ Congress of the National Retail Dry Goods Associ- 
ation for 1955 would help to bring out the point that this gentleman 
has been making, and it might be of some help to the committee and 
to others in their thinking about this problem. 

What I have is not particularly in the way of a question. 

It is the supplying of some information that I think is constantly 
overlooked by people who theorize in this field, people who have 
never had any experience in it. 

Unfortunately, the bulk of our testimony comes from people who 
have never worked in a store or near a store, and have a selthen dis- 
torted view of the profit that results from the labors of people who 
work in stores. 

All the ratios in the aspect of dollars in a store have to remain 
fairly constant. They are historically, more or less, constant in 
that they don’t vary over a long period of years more than a fraction 
of a percent. Nor do they vary particularly between different size 
stores. 

Now, for instance, we will find that the total payroll expense of 
stores—and I want to break this down—the total payroll expense 
of all stores is about 18.4 percent; 1 to 2 million dollar stores, 18.6 
percent; 2 to 5 million dollars, 18.3 percent; 5 to 10 million, 18.1 
percent; 10 to 20 million dollars, 17.8 percent; 20 to 50 million, 18.7 
percent; and over 50 million, 18 percent. 

But, under 1 million—and that is the great bulk of the merchan- 
dising business in this country; I don’t know how many hundreds 
of thousands of stores there are which do a volume under $1 million, 
but their expenses are higher in relationship to all of the other groups, 
running 20.4 percent. 

Now, let’s look at the sales people’s salaries, the proportion of the 
expense dollar. 

We take all stores: it is 7 percent. From 1 to 2 million dollar 
stores, 8 percent; 2 to 5 million dollars, 7.5 percent; 5 to 10 million 
dollars, 6.8 percent; 10 to 20 million, 6.8 percent; 20 to 50 million, 
6.5 percent; over 50 million, 6.4. 

Again, this Main Street merchant of America, whose numbers 
as I mentioned far exceed these other groups, the store under 1 mil- 
lion has a sales person’s expense percentage of 10 percent, which Is 
higher than any of the other groups. 

Now, let’s look at the profit that these merchants make. In spite 
of what the testimony might lead some members of this committee 
to believe, all stores report 2.1 percent; 1 to 2 million dollars, 2.1 
percent; 2 to 5 million, 1.9 percent; 5 to 10 million, 2.4 percent. 

Senator Kennepy. What was that, again ? 

Senator Gorpwater. Two to five million dollars, 1.9 percent. 

Senator Kennepy. Of total sales? 

Senator Gotpwarter. Of total sales; yes. 

Senator Kennepy. Thank you. 

Senator Gotpwarer. And 5 to 10 million, 2.4 percent: 10 to 20 
million, 2.5 percent; 20 to 50, 2.4 percent; and over 50 million, 2 
percent. 
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Again, we come to this little fellow that this coverage is really 
going to affect, and he only made 1.1 percent in 1954. Of course, I 
don’t have the 1955 tables yet. 

Senator KenNepy. When you say the little fellow, how do you define 
that ? 

Senator Gotpwarter. Well, in reporting both the Harvard figures 
and the Controllers Congress in the NRDGA, they only go down 
to stores under $1 million. They don’t break down under that. 

Senator Kennepy. Oh. 

Senator GoLpwater. We are going undoubtedly to get some break 
down on it, but it is quite difficult to do. 

The point 1 make 1s, I am not going to even estimate the total 
number of retailers in this country, the numbers represented in this 
smaller bracket, but it is way up. It would be over three-quarters 
of our stores, of all stores, in this country. 

Those are the ones we are really going to affect by any changes in 
this law. 

Now, these ratios are more or less historic, and they have to remain 
this way in order for a store to make a profit. 

It is very easy to say, “We can jump salaries by 20 percent.” If 
you do that, the merchant does 1 of 2 things: 

He either raises prices on goods, or he goes out of business. 

I don’t believe there is an operation in America in which the cost 
figures are worked on more constantly or more completely than in 
the retail business. We devote literally all of our time to trying to 
make a profit, which is the hallmark of our American system. 

I don't think the Federal Gevernment should constantly assert 
itself so as to see that we don’t make a profit. All that happens if 
we pass this legislation is that prices will go up so that the man who 
gets this increase—which is a false increase, the increase in wages 
won't come by it naturally and normally as the result of the operation 
of our economic system. 

Inside of a year or two, the man will be in the same relative 
position he is in today, and that has held true in a direct series of 
increases that have been granted in industry over the past 15 years. 

The spiraling wage increases only result in more cost to the ultimate 
consumer, and the ultimate consumer is the very fellow we are talking 
about, the man who is a wage earner. 

The guaranteed annual wage last year resulted in higher cost for 
some people. Wage negotiations in the steel industry this year will 
only result in one thing—higher cost, and when it gets all the way 
down to the bottom, the fellow who goes in to buy an icebox, or his 
wife to buy a pair of shoes or a dress, they are the very ones that pay 
it, and yet they are the very ones this Congress in its constant concern 

about the lives of the people is trying to help. 

My personal reaction has always been that if the Federal Govern- 
ment will get out of these things the people we are trying to help 
will really ‘be helped through free-enterprise operation, and you wi if 
find that these relations will constantly increase, always, at the same 
time with more production coming in, and hours will go down. 

It has always held true that any time the Federal Government in- 
jects itself into any part of our business, nothing but economic chaos 
occurs to the very people they try to help. 
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I am sorry I took so much time on that, Mr. Chairman, but 1 an 
convinced after reading the transcript of testimony—unfortunately, 
I haven't. been able to be here—I am convinced that the people who 
propose these things don’t know what they are talking about. 

They have never had any experience in retailing. It would be 
pretty much like me going up to the Harvard School of Law and 
trying to tell them how to run their law school. I would be very 
foolish if I tried it. 

I think from the testimony that has been given, and all the factors 
that are involved, that is true in the retail business in America. 

I have supplied these figures, and when | get up-to-date figures, and 
more of them, I would like to supply them for the information of the 
whole committee. 

Senator Kennepy. Thank you very much. 

In the testimony some reference was made to profits as a percentage 
of sales. 

Yesterday one of the witnesses made the point that it would per- 
haps be more accurate and more illuminating if they took profit as a 
percentage of net assets, rather than as a percentage of sales and he 
gave figures based on a national chain store which returned 13.4 per 
cent. That's a food chain store. 

Now, chain stores, variety, returned 10.6. This might give a fairer 
picture of the economic position of these stores. 

Do you care to comment on that ? 

Mr. Priest. That is what you mean, a gross profit 

Senator Kennepy. Yes; profit. Rather than taking profit as a 
percentage of sales, that you consider profit as a percentage of net 
assets, as a more illuminating figure of how well the store is doing. 

Mr. Priest. Well, I don’t know about that. 

Of course, we have always figured our net profit on our merchandise 
investment, not on net assets. Of course, the only other assets would 
be fixtures, but our net profit has always been computed on net sales, 
which of course are produced by merchandise in stock. 

Senator KenNepy. Senator Goldwater was stating that the cost in 
these figures you gave was higher for the smaller stores, and it perhaps 
might be lower for the larger stores. 

It seems to me that raising of these wages in the larger stores and 
not in the smaller stores would be of assistance to the small stores 
whose costs are higher in relation to the larger stores. 

Do you want to comment on that ? 

Mr. Priest. As we pointed out in this testimony here, the very 
fact that the law applied to a large merchant next door to a small 
merchant would put the small merchant into the position that he 
would have to compete with the large merchant for help, and if he 
didn’t meet the wage scale, why, then he would be drawing his help 
from the bottom of the labor barrel. 

Senator Kennepy. I would have thought you would rather make 
the point that if the larger merchant next door to him has to pay a 
higher wage scale than the smaller merchant, that that would put him 
to a competitive disadvantage, but you are making the point that it 
helps the small merchant. 

Mr. Priest. Well, I think it could work both ways. For instance, 
I can think of—now, speaking strictly from the point of view of my 
own business, and that is the thing IT know most about; that is the 
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thing I am expert on, is my own business—take, for 
town of Madison. 

If these bills, if either one of these proposed bills were passed, my 
business would probably be the only business in town that would be 
covered, and I of course would have to pay the going rate. 

It is very likely, it is conceivable that no other merchants in town 
would have to. It would put me at an unfair disadvantage from a 
competitive standpoint. 

Senator Kennepy. But I thought you just said 

Mr. Priest. Now, I am going to go one step further than that. 

On the other hand, I can think of a town, one of our towns where 
we have our stores, where there are a good many national chains com- 
peting up and down Main Street, right next door to each other, and 

right next door to my store. 

In that case, there would be enough businesses that were covered, 
and the labor market would be affected by that. I can see where it 
would not be affected in-a small town with just 1 or 2 businesses cov- 
ered, but in a little larger town where 30 percent or 50 percent of the 
businesses were covered, I can see where it would affect the labor mar- 
ket and the small merchant would have to compete in that labor 
market. 

Senator Kennepy. In your experience, you think the smaller stores 
in competing with these chain stores, chain supermarkets and so forth, 
would do a relatively large retail business. Not the ones having eco- 
nomic difficulties, now. 

Are they finding it easier going than the chains or the large super- 
markets, or not? 

Mr. Priest. I don’t think there is too much difference. As I stated 
in my testimony, I have been in business for 31 years, in this same 
business, and I don’t see too much difference. 

In fact, there isn’t too much difficulty right now—if we are let 
alone. Everything is going pretty well. 

Senator Kennepy. You don’t find that the larger stores, with their 
bulk buying, find it easy to obtain credit, and so forth? You don’t 
find that they have a larger pevventage of net profit than the smaller 
stores and the family stores! 

I just wondered whether your experience has been that the larger 
stores and the larger chains are finding it easier. 

Mr. Priest. No, I don’t think it is any easier. In fact, I sometimes 
think as you get bigger it gets harder. 

When I started in business, we started with just a few hundred 
dollars and one store. 

We have competed all the way through with the national chains 
and haven’t had any difficulty in getting merchandise on credit, or 
anything else. I wouldn’t say it is getting harder. I don’t think 
it is. 

Senator Kennepy. The smaller store, in relation to the larger / 

Mr. Priest. No; I don’t think so. 

Senator Kmnnepy. You gave the example of the hotel in Ohio in 
your testimony. Now, do you think in the State of Ohio, with the 
cost of living such as it is, anyone who works 40 hours ouglit to get 
paid less than $1 per hour, or $40 for their week’s work / 

Mr. Priest. Well, I believe he states that of his 300 emplovees. 196 


instance, my 
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would be affected, and then of course, he goes on to tell us the impact 
of this, the impact it would have. 

Your question was did I think anybody in Ohio ought to work for 
less than $1? 

Senator KenNnepy. Yes. 

Mr. Priest. Well, of course, probably not. I don’t know about that, 
but I would say this: 

That if it is necessary to have a coverage pertaining to wages and 
hours, I would certainly think it ought to be a function of the State 
of Ohio, and not of the Federal Government. 

Senator Kennepy. Of course, one of the reasons for that is a State’s 

reluctance to put their costs up while the State adjoining them did not, 
because of the competitive effect it might have on business. 

That has been the experience, and we felt there was some desir- 
ability to have a national minimum. I think it might be certainly 
true in this case with minimum wages, and providing this pattern 
in each of them. 

Mr. Priesr. Of course, we have maintained all the way through, 
and still do—and the national chamber does, and I am sure the mer- 
chants do—we have maintained the position that retailing is strictly 
a local business. I mean, within its own State line, or wherever it is. 

It is not affected too much by what is going on 30 miles from you. 

Senator Kennepy. I would like to get back to the last question: 

Whether the State does it, or the National Government does it, do 
you think anyone should w ork 40 hours and get less than $1 an hour‘ ) 

Mr. Priest. I can think of instances where that would be very 
possible ; yes. 

Senator Kennepy. Do you think, based on your own knowledge 
and the Bureau of Labor Statistics, that anyone in working for a store 
which is doing a gross business of, say, $500,000 or more, should be 
paid less than $40 ‘for his week’s work / 

Mr. Priest. Well, I can think of many instances where there are 
certain employees that probably should. 

As I mentioned in my testimony, they could be handicapped people, 
they could be inexperienced people, they could be beginners, learners, 
uneducated or unprepared, and maybe less than a dollar an hour 
might be all they sonia earn from a profit standpoint. 

If a hotel or store or whatever it is must make a profit on his em- 
ployment, and if he couldn’t produce enough to make a profit at $1, 
why, then, he would necessarily have to make a little less. 

Senator Gotpwater. I just wanted to comment. 

Senator Kennedy mentioned a $500,000 volume, another indication 
that would go back to the number of stores, the number these stores 
constitute. 

Now, $500,000 represents a big store. To do $500,000 in any com- 
munity, you would probably employ 18 to 30 people to produce that, 
so you are not talking about the merchant that we are really interested 
in, which is the little man, the little Main Street merchant all over 
America, who is very vitally affected by this. 

I just wanted to comment, too, on the suggestion that profits be 
measured on percentage of return on net assets. 

I would say I don’t care how you figure profits, when you get down 
to it it is going to be a percentage of total sales, and if you can come 
up with figures such as were supplied yesterday—let’s take a variety 
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chain, variety chainstores that showed 10.6 percent return on net as 
sets in 1955. 

If that same profit were figured on sales, it would probably come up 
in the neighborhood of, let’s say, about 2 percent, to be fair. 

Now, if you do 1% percent the next year, that 10.6 could very easily 
drop to 5, so what we are talking about is just 2 different ways of 
arriving at the same thing. 

You can lose 25 percent profit, figuring on sales, and you can cause 
a 50 percent loss, by figuring it on net assets. 

Of course, there again the theorists or the merchants of American 
have their systems of bookkeeping, and I suppose we could sit around 
here and find out a lot of ways to make a profit look higher and higher. 
The higher it goes, the faster it falls, and it is falling fast enough. 
When it gets down to 2 percent, you can do better investing it in 
Government bonds. 

Senator Kennepy. I would like to say to the Senator from Arizona 
that Senator Murray talks of affecting establishments with an amount 
of volume of sales of $500,000 or over. 

Senator Gotpwater. That is one of the parts of this bill that are 
weak, because we set the figure at $500,000. We went through this, 
you remember, with Senator Taft 3 years ago. We set it at $500,000 
and then we create inflation which is very easy to do when Government 
hampers any part of the economic structure, and then $500,000 becomes 
a very small business. 

Eventually, if we keep on with inflationary trends, we can’t even 
find a $500,000 small business. 

Senator Kennepy. The only question is whether raising somebody’s 
salary to $1 an hour is bad for economy. 

Unless Senator Goldwater has any more questions, I want to thank 
you very much, Mr. Priest. 

Mr. Priest. Thank you very much. 

Senator Kennepy. Thank you for presenting your experience in 
this field. Your testimony has been very helpful. 

Mr. Priest. Thank you. 

Senator Kennepy. The next witness will be Mr. Rowland Jones, Jr., 
president of the American Retail Federation. 

Mr. Jones, do you have a prepared statement you are prepared to 
read ? 


STATEMENT OF ROWLAND JONES, JR., PRESIDENT, AMERICAN 
RETAIL FEDERATION 


Mr. Jones. Yes, we do, sir. 

Mr. Chairman and Senator Goldwater, Senator Douglas told us in 
connection with these hearings that he did not want us to retrace all 
of the wide coverage we gave this matter in the hearings of last year. 

We have taken him at his word, and the statement that we have today 
will be brief, but since it was prepared there are things that have 
happened in the hearings thus far that I would like to extemporane- 
ously refer to, and on those points I ask permission of the committee 
to file a supplemental brief which will reach some of the considerable 
statements that are already a part of this record. 

Senator Kennepy. Without objection it is so ordered. 
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Mr. Jones. My name is Rowland Jones, Jr. I am president of the 
American Retail Federation, with offices at 1145 19th Street NW., 
Washington, D.C. 

The American Retail Federation is a federation of 36 statewide 
retail associations and 30 national retail associations, representing 
through their combined membership, more than 700,000 retail outlets, 

The names of the member associations are: 


State associations 


Arkansas Council of Retail Merchants, Inc. 
Arizona Federation of Retail Associations 
California Retailers Association 

Colorado Retailers Association 

Delaware Retailers’ Council 

Florida State Retailers Association 

Georgia Merchantile Association 

Idaho Council of Retailers 

Illinois Federation of Retail Associations 
Associated Retailers of indiana 

Associated Retailers of Iowa, Inc. 

Kentucky Merchants Association, Inc. 
Louisiana Retailers Association 

Maine Merchants Association, Inc. 
Maryland Council of Retail Merchants, Inc. 
Massachusetts Council of Retail Merchants 
Michigan Retailers Association 

Minnesota Retail Federation, Inc. 

Missouri Retailers Association 

Nebraska Federation of Retail Associations, Inc. 
Nevada Retail Merchants Association 

Retail Merchants’ Association of New Jersey 
New York State Council of Retail Merchants, Inc. 
North Carolina Merchants Association, Inc. 
Ohio State Council of Retail Merchants 
Oklahoma Retail Merchants Association 
Oregon State Retailers’ Council 
Pennsylvania Retailers Association, Inc. 
Rhode Island Retail Asscciation 

Retail Merchants Association of South Dakota 
Retail Merchants Association of Tennessee 
Council of Texas Retailers’ Association 
Utah Council of Retailers 

Virginia Retail Merchants’ Association, Inc. 
Associated Retailers of Washington 

West Virginia Retailers Association 


National associations 


American National Retail Jewelers Association 
American Retail Coal Association 

Associated Retail Bakers of America 

Association of Family Apparel Stores, Inc. 

Institute of Distribution, Inc. 

Limited Price Variety Stores Association, Inc. 
National Appliance & Radio-TV Dealers Association 
National Association of Chain Drug Stores 

National Association of House to House Installment Companies, Inc. 
National Association of Music Merchants, Inc. 
National Association of Retail Clothiers & Furnishers 
National Association of Retail Grocers 

National Association of Shoe Chain Stores 

National Foundation for Consumer Credit, Inc. 
National Industrial Stores Association 

National Jewelers Association 

National Luggage Dealers Association 

National Retail Dry Goods Association 

National Retail Farm Equipment Association 
National Retail Furniture Association 
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National Retail Hardware Association 
National Shoe Retailers Association 
National Sporting Goods Association 
National Stationery & Office Equipment Association 
National Retail Tea & Coffee Merchants Association 
Retail Paint & Wallpaper Distributors of America, Inc 
Super Market Institute, Ine, 
Women’s Apparel Chains Association, Inc. 
The following members of ARF have taken no formal position on extended 
FLSA coverage: 
Mail Order Association of America 
National Association of Food Chains 
Mr. Jones. The American Retail Federation, speaking for 64 of its 
66 member National and State associations, appreciates this opportu- 
nity to supplement its statement of last year on proposals to extend 
coverage of the Federal wage-hour law to a selected group of retailers. 
Before getting into the supplementary portion of our statement, | 
would like to refresh the committee’s recollection on the testimony of 
one of the outstanding authorities who testified last year before this 
committee. 
The witness to whom I refer is an eminent authority in the field of 
economics and sociology, Dr. Richard A. Lester, chairman of the 
department of economics and sociology, Princeton University. Dr. 
lester has served on a number of industry committees under State 
wage-hour laws. He also has served on a tripartite wage board for the 
laundry, cleaning and dyeing industries under the New Jersey mini 
mum wage law. He is eminently qualified to know and understand 
both the purpose and operation of Federal and State minimum wage 
laws. 
Dr. Lester said: 
The States should not be deciding the kind of minimum wage protection or 


exemption that should apply in industries competing in national! or interstate 
inarkets. 


In carrying this one step further, Dr. Lester concluded : 


The opposite side of the coin is that the Federal Government should not seek 
io regulate local-market types of industries and employment that have no rela- 
‘ion to production for interstate sale. 


He then said: 


The Federal Government should not attempt to fix minimum wages for grocery 
stores, variety stores, department stores, hotels or theaters as the administra- 
‘ion has recommended. 


This was a recognition by Dr. Lester that retail competition is on a 
local-market-type basis, and one in which the Federal Government 
should not impose a statutory minimum wage. 

Proponents of extended coverage legislation at the Federal level 
deny this and insist that retailers compete on an interstate or even a 
iationwide scale. Nothing could be further from the truth. 

The local nature of retailing and the nega eenn ny of a Federal 


nationwide standard to cope with local conditions was recognized by 
Congress when it originally enacted the Federal Wages and Hours Act 
of 1! 138, 

President Roosevelt in proposing the minimum-wage legislation, 
and Senator Black (now Mr, Justice Black) who sponsored the leg- 
islation in the Senate, expressed belief in this principle. 
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They said that a business which serves a particular local community 
and did not send products into the stream of interstate commerce can 
better be regulated by the laws of the States in which the business is 
operated. 

There is another matter to which I respectfully direct the commit- 
tee’s attention. The Bureau of Labor Statistics computes monthly 
average wage figures which are published in the Economic Indicators 

For Januar y ‘and Febru: ary of this vear the average hourly earning 
for employees in the retail trade was $1.54 an hour. This compares 
with $1.98 for all manufacturing. 

Retail hourly earnings from 1945 to January- Febru: ary 1956 have 
increased by 95 percent, while those of m: anufacturing have increased 
by 89 pere ent, and weekly earnings in retailing during ‘this same period 
increased &8 percent whereas the wee ‘kly earnings in manufacturing 
increased by 76 percent. 

The average weekly earnings for employees show the same definite 
trend. 

The table from the Bureau of Labor Statistics is inserted in the 
record at this point. 


Hourly and weekly earnings, retail trade and all manufacturing 


Hourly earnings Weekly earnings 


Retail All manu- Retail | All manu- 
trade facturing | trade | facturing 


.79 
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Source: Bureau of Labor Statistics, Department of Labor. 


These figures have another significance. They show that during 
the last 10 years the earnings by retail employees s have increased by 
a larger percentage than have the earnings in the manufacturing in- 
dustries which are covered by the Federal wage-hour law. 

One of the reasons for the difference between the average hourly 
rates of manufacturing and retailing is the stability of employme nt 
in retailing. 

The retail employer must have a full working force on hand at all 
times to take care of customers or of potential customers. Thus, in- 
come from employment in a retail store is the equivalent in most in- 
stances to a guaranteed annual wage. 

We submit, Mr. Chairman, that all of the bills for extended covera ge 
pending before this committee are discriminatory in nature. 

Broad public policy already established in Federal and State laws 
and by a multitude of judicial determinations have condemned dis- 
crimination in many forms. 

Furthermore, we know of no proposal before or after the original 
passage of the Fair Labor Standards Act to set up a test of coverage in 
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those industries now covered which is based upon dollar volume of sales 
or number of units under the same ownership or control. 

In other words, in all of the coverage of this law, as far as we can 
determine, there isn’t a single case where the testimony on coverage 
is discriminatory as it is in these proposals, and where the testimony o1 
‘overage is based on either dollar sales or the number of employees 

In conclusion, it is the position of the American Retail Federatior 
that the removal or curtailment of the scope of the present retail ex 
emption as proposed in pending bills before this committee would be 
highly disruptive of the operations of a vital industry in our economy, 
and not in the interest of the retail employee nor the job he serves. 

The retail store is a local business and of necessity has to accom 
modate itself to local conditions. These conditions vary vastly from 
community to community throughout the Nation. 

If the minimum wage and hour regulation is needed, the States are 
the only governments qualified to legislate in this field. 

Mr: Chairman, I now offer for inclusion in the record of this hear 
ing a comprehensive study completed last year entitled “Economic 
Characteristics of Retailing” by Dr. Jules Backman, professor of 
economics, New York University. It is the product of Dr. Backman’s 
own research and study. 

Senator Kennepy. Without objection, that will be made an exhibit. 

Mr. Jones. Yes. That is this package here. 

Senator Kennepy. That will be an exhibit. 


SUPPLEMENTARY STATEMENT ON THE BACKMAN STUDY 


Mr. Jones. Mr Chairman, I now offer for inclusion in the record of 
this hearing a comprehensive study completed last year entitled “Eco- 
nomic Characteristics of Retailing” by Dr. Jules Backman, professor 
of economics, New York University. It is the product of Dr. Back- 
man’s own research and study. 

With the permission of the committee I will briefly trace the scope 
intent, and significance of this study and the major conclusions reached. 
(The full text of the Backman report appears in the appendix.) 

(An appendix from the Backman study follows:) 


APPENDIX 


State laws and wage orders affecting retail wages and hours 


Wages Hours 


Arizona: 
Women and minors: 
Experienced | $26.40 a week...__--- 
Part time 55 cents an hour--..-.. 
ea a -| $25.20 a week_. 
Part time 5214 cents an hour 
Arkansas; 
Females: | 
Experienced 3 Pe a as sinicians .-| 8a day, 6 days a week. 
Inexperienced $1 a day....--- moa tniaatiwaaoe Do. 
All | Pro rata__- Less than 8 a day. 


78155—56——12 
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State laws and wage orders affecting retail wages and hours—Continued 


Cal 


ormia 


Women and minors 


Experienced adult women and 
muonors 

Inexperienced 
overt 

Minors 

Women 18 and over, in employ- 
ments in which overtime is not 
prohibited by the State's labor 
code 

If employee works a split shift 


women, 18 and 


Colorado 
Women and minors 


Experienced 
Zone A (Denver and Pueblo) 


Zone B (remainder of State) - 


Inexperienced (192 hours in the 
occupation) —both zones. 
All employees 


Connecticut: 
Women and minors; men: 


Experienced full-time and part- 
time employees. 

Full-time and _ part-time 
ginners. 

Both groups 


be- 


District of Columbia: 
Women and minors- 


Part-time __. 
Overtime 


Idaho: 


Men, women, minors 

Apprentices, handicapped 
Kentucky: 

Women and minors: 

Experienced: 


Zone 1- 


Zone 2 

Zone 3 

All 3 zones___- 
Massachusetts: 

Women and minors; men: 


Full-time employees: 
Experienced - 


Inexperienced 
Part-time employees: 


Experienced 
Inexperienced ___ 


Nevada: 
Women, over 18 


E xperieneed ~ 


Women under 18_- 


Experienced - 


Learners 18 and over 


Under 18_- 


New Hampshire: 
Men, women and minors: 


Experienced _--....-- 


Learners. -.-.- 


New Jersey: 
Women and minors: 


Zone A sia 


Zone B 


New Mexico: 
Men, women, minors 
Overtime ans 


Wages 


75 cents an hour 
60 cents an hour. 


do 
l'y times employee's regula 
rate 


75 cents a day in addition to 
the minimum wage except - 
when employee resides at 
the place of employment 


55 cents an hour 

45 cents an hour. 

80 percent of the applicable 
minimum wage rate 

1}4 times employee’s r@gular 
rate. 


75 cents an hour 
60 cents an hour 


1% times employee’s regular 
rate. 


$30 a week 


85 cents an hour_. 
Oces 


75 cents an hour. 
Lower rate under license. 


50 cents an hour. 
45 cents an hour 
40 cents an hour 
142 times minimum rate 


$30 a week 

75 cents an hour.. 
28 a week 

70 cents an hour. 


75 cents an hour 
70 cents an hour 


8716 cents an hour 
$7 a day. 

$42 a week 

75 cents an hour. 
$6 a day_- 

$36 a week ___- 
$5.50 a day 

$32 a week 

$5 a day.._..-- 

$30 a week _- _- 


75 cents an hour-_.-.- 
| 


65 cents an hour (on permit)---| 


| 60 cents an hour-- 


90 cents an hour 
55 cents an hour 


| 8244 cents an hour-. 


75 cents an hour 
144 in emergencies. -_--. 


36 up 


Hours 


Sa day, 6 days a week, 
Do. 
Do. 


Over 8 a day or on 7th consex 
tive day in emergencies 


Up to8a day, #& a week. 
Do. 


Do. 


Over 48 a week; over 8 a day in 
emergencies 


Up to and including 44 a week 
Do. 


Over 44 a week. 


to and including 40 4 
week. 

Less than 36 a week. 

Over 40 a week, 


Up to 48 a week. 
Do. 
Do. 

Over 48 a week. 


36 to 44a week. 
Over 44 a week. 
36 to 44a week. 
Over 444 week. 


Less than 36 a week. 
Do. 


Ss 
48 
& 
45 
8 
48. 


104% a day, 54 a week (women 
and minors). 
Do. 


40 or Jess a week. 
Over 40 a week. 
44 or less a week. 
Over 44a week. 


8 day, 48 week. 
50 maximum hours in week, 
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State laws and wage orders affecting retaul wages and hours—Co 


ew York 
Women and minors: Men 
Zone 1 (New York City) -.- 


Zone 2 (all cities over 10,000 popu- 


lation 
Zone 3 (remainder of State) 


Overtime 
Zone | 
Zone 2 
Zone 3 

erth Dakota 

Women 

Full-time employees 
Experienced 


Inexperienced (1 year) 
Part-time employees-_- 
regon 
Women and minors 
Women and experienced minors 


Inexperienced minors 


Regular employees 
High school] and college students 
working only after school or 
on Saturdays (800 hours 
Khode Island: 
Men, women, 
outh Dakota: 
Females over 14 years of age 
In cities With population of 2,500 
or over. 
Elsew here 


and minors 


Learners, apprentices, and women 
Mentally. or physically deficient 


tah 
Women: 
Experienced 
Zone 1 
Zone 2 
Zone 3 
Zone 4 
Learners. 
\ ashineton 
Women and minors... 
Wisconsin: 
Women and minors: 
In cities hav inga 
3,500 or over. 
1,000 but less than 3,500_- 
Elsewhere in the-State-. 
Wyoming: 
Men, women, minors: 
Women 


a population of 


Mr. JongEs. 


with a number of appendixes attached, and practic ally all o 
figures quoted are from official sources. 


FAIR 


LABOR 


W ages 


a week 
75 cents an hour 
a week . 
ents an hou 
1 week 
sun hour 
$1.1244 cents an hour 
$1.05 cents an hour 
9744 cents an hour 


$23.25 


1 week; $100.7 


$19.25 a week; $83.40 a mont! 
1/48 of weekly wage 


70 cents an hour 
$1.05 an hour 


60 cents an hour 
90 cents an hour 


$1.05 an hour 
60 cents an hour 


90 cents an hour 


$15 au we ek 


Prorated 
$12 a week 
Prorated 


To be fixed by industrial com- 


missioner 


70 cents an hour 
87 cents an hour 
64 cents an hour 
56 cents an hour 
5 cents less than experienced 


65 cents an hour 


45 cents an hour 


40 cents an hour 
38 cents an hour 


75 cents an hour 


The Backman report goes through about eight ch: apes 


fully, and we think they are accurate. 
The first chapter deals with the idea that retailing is local in nature, 


and that prices, too, are always determined by loc: il factors. 


STANDARDS 


ACT OF 1938 169 


ntinued 


1 wer 

or towns 

more popuatl 

1 week elsewhere 
Do 


or each 


hour wor 


lOaday 


Less than 54 


hire In general 9 a day, 
“) a week, hotels 10 a day, 
55 a week; minors under 1s, 


Sa day, 40 a week 


5 iday, 48a 


the 


We have checked them care- 


Central 


purchasing and other activities are not unique to chainstores. 
The second chapter goes into the idea that retail stores are usually 


relatively small in size and volume. 


The volume of sales per store 


does not vary significantly with the store’s number of employees, the 


number of employ ees per firm, or the units per firm. 


The volume of 
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sales per employee is not significantly different for the large and the 
smal] store. 

Third, diversity of retailing in and of itself. It is a fact that 
the chainstore has not been increasing in relative importance in dis- 
tribution. 

Four, in the matter of stability, retail trade as compared with other 
areas of economic activity during periods of economic decline has 
been far more stable than in production industries to which the law 
applies. 

It points up by statistics much greater stability of employment in 
the retail industry—and again, we come back to the point which might 
be expressed in this way—the basic work force in a retail store can 
expect 52 pay checks a year. 

sl one of the reasons why the BLS statistics of hourly and weekly 
wages is deficient is that they do not include the fringe benefits in 
retailing, the almost universal 20-percent discount for the employee 
and his family on all merchandise sold in the store, the rapidly grow- 
ing trend to pensions, and the employer paying sickness and health 
insurances. All of those are fringe benefits which are not included 
in these figures for the retail industry. 

As I say, the fringe benefits are growing rapidly in this present 
climate. 

Then, Dr. Backman goes into the characteristics of retail trade, 
employment stability, and—most important—the marked amount of 
seasonal employment, the large volume of part-time employment in 
the retail trade, the relatively large proportion of younger workers 
and the relatively large number of women who are employed, and 
also goes into the point of the relatively small proportion of retail 
employees belonging to unions. 

Sixth, he goes into the area of retail wages, and makes the case that 
the retail wage level in any community is set by the wage practices 
in that community. 

No retailer is the arbiter of his own payroll, and the amount of 
money he pays his employees. If he doesn’t conform to the local gen- 
eral wage pattern of the community, inevitably he will lose his best 
employees and be left with only the less satisfactory employees who 
can’t find employment in the many other areas where employment is 
available. 

Another point I forgot to make a while ago, there are large numbers 
of people in the retail industry that could leave it tomorrow and get a 
bigger weekly paycheck, but they like retailing, they like the climate 
in which they work, and they like the business. 

But if retailers did not generally comply and conform to the par- 
ticular wage pattern, they would end up with less efficient and less 
productive employees. 

Section 7 goes into detail on why retail wages, according to the BLS 
statistics, are lower in retailing than the manufacturing areas and the 
construction areas. 

It brings out the point that from an economic standpoint there will 
be lower capital investment per worker in the retail trade, and a high 
percentage of labor cost to total cost, far higher than in manufac- 
turing. It points up the trend in retailing—that employment has 
been similar to other areas in our economy. 
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He points out that retail trade productivity has lagged sharply 
behind the gains in the national economy as a whole. The reason 
for this is that the store has to be open when the customers want to 
trade, and no retailer today is the arbiter of the open hours of his 
store. And that is a very important point. 

He must conform generally with the times that important brackets 
of consumers want to shop. He must do that. Competition forces 
him to do that, and for that reason someone made a study a few years 
ago—we were unable to dig it up in the time we had after we thought 
about the study—that showed that if you could run retail stores like 
factories, the retailers of this country could sell a weekly total volume 
of retail sales in 2% days. 

I think those figures are significant, because they show that because 
a minimum wage may be demonstrated as having been good for the 
production industry in many of its facets it doesn’t necessarily follow 
that it is either needed or would be advantageous to the economy as a 
whole if it extended to retail establishments on Main Street. 

In chapter 8 the study goes into labor costs as against percentage 
of sales. 

Large stores often have the same or relatively higher labor costs. 
Labor costs vary by lines, vary by the size of the store, and over a 
period of time. 

The four appendixes following bring out the basis of coverage of 
present State minimum-wage laws. . 

Retail price volume is gone into thoroughly in the appendixes, 
followed by a collection of statements that have been made = leading 


economic authorities, as to the local nature of retail wage determina- 


tion. 

I think, Mr. Chairman, that that would conclude my comments. 

Senator Kennepy. Do you have an extra copy or two of that study? 

Mr. Jones. Yes. We will leave this, and will leave an extra copy 
for the committee. We will leave an extra copy for the printer. 

Senator Kennepy. The subcommittee will examine it. I am sure 
we will print it. We may wish to have extra copies. 

Mr. Jones. We would like very much to see it become part of this 
record, Mr. Chairman. 

We limited our testimony to a marked degree, at Senator Douglas’ 
request. Our opponents appearing on this committee have already 
inserted voluminous material for inclusion in the record. 

I would urge very strongly that this is important enough to give 
it the dignity and coverage and attention that it deserves. 

Senator Kennepy. The subcommittee will make the decision on 
that. 

Mr. Jones. Yes, sir. 

Senator Kennepy. Will you pass it up? 

Mr. Jones. Mr. Chairman, I might say, also, that within the next 
few days we will supply you, every member of this committee, with 
a bound volume of this study, if you would like. 

Senator Gotpwater. Mr. Jones, would you care to comment on the 
testimony made here yesterday as to profits of retail establishments 
being figured on net assets instead of historically being done on net 
sales? 

Mr. Jones. Generally speaking, in all our accounting in both retail 
and manufacturing, the standard practice and the standard test of 
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profits is based on volume of sales, and when you go into a picture of 
computing profits as a percentage of invested ‘capital or a percentage 
of net worth as far as retailing is concerned, it is so meaningless that 
no one in retailing that I know of has ever used it. 

Now, the comparisons. I think, would not vary greatly if you used 
that formula in the production industry or in other types of business 
endeavor. 

Over the years, with the ups and downs in sales and investment in 

various kinds of business, the figure becomes pretty meaningless, and 
particularly with our heavy tax burden it now becomes just a little 
more ridiculous. 

Senator Gotpwarrr. Would you say that included in these net 
assets should be soine item for goodwill ? 

Mr. Jones. Well, I think every successful retail store or retail 
company—sinee no retail company is a success without the approval 
of the customers he serves, and bearing in mind that every retail 
company that is big today began as a small unit—I- would say that, 
as far as that goes, ‘T think all retailing is in the same boat from the 
standpoint of your economic contribution, regardless of size. 

Senator Gotpwater. I asked that because I rather doubt that the 
people who computed these net assets included that. 

Mr. Jones. I think so. And if you will, I think it was 4 years 
ago—no; it was a little longer than that—I made a study of the profit 
picture of one of the large food chains. I would prefer not to, with- 
out permission, use the name of the company, but it is a large food 
chain. It is very largely unionized. 

We made some computations after a very careful study, and we 
found that a 15-percent drop in the sales volume in that company 
would put it in the red. That company at that time was making just 
about a half cent per dollar. sales, and, of course, that is symptomatic 
of food, because it is a mass-production operation. It is a tonnage 
business, rather than in dozens and gross; and that profit margin is 
one that has been produced by competition, just like the figures from 
the Harvard Business School and the NRDGA in studies on profit 
expressed around 2 percent. 

That profit isn’t anything that is predetermined like in the food 
stores. It is a competitive situation, and the willingness of customers 
to buy at a specific price produces at the end of the year whatever that 
profit is—and_ profits open ll I think it can be demonstrated, in all 
retailing are at a danger area. They are in a danger area. There is 
no cushion. 

Retailers have tried over the past 4 or 5 years, and they have not 
been able to stop a steadily declining profit as expressed in percentage 
of sales. As a matter of fact, the only thing that saved the retail 
industry in this country, in my personal opinion, has been, No. 1, the 
steadily rising volume of goods going over the counter, and the infla- 
tion, in part, that has come with it. 

Senator Gorpwater. Has your organization made any studies that 
would enable you to predict how long the average retailer in this 
country could stand a 10-percent drop in sales volume? 

Mr. Jones. Oh, certainly. We are not predominantly a research 
group. We have not made a study of that. We have never made a 
study of it. It is a difficult study to make. It would vary, I think, 
company by company, store by store, but we do know, I think, gen- 
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erally speaking, that 15 percent would not be good for department 
stores. A 15-percent drop in the s sales of department stores in this 
country. I am sure, would dictate an immediate and drastic cutting of 
costs to stay even. That is how close that profit is, and that doesn’t 
exist to anywhere near the degree in the production field, in 
manufacturing. 

Senator Go_pwaTrer. You know as well as | do that the average 
retailer has his costs cut just about as close to the bone as he can. 

Mr. Jones. That’s right, Senator. 

I am still part owner of a family drug business in South Dakota, 
at which I was raised, and I go back every year and look at the books. 

The profits now, as compared to what they were before the years 
when the Dust Bowl sent me out in the world, bear no reasonable 
resemblance to what they were at that time—no resemblance whatever 

Competition is the answer. 

Senator Kennepy. In your statement, you pointed with some pride 
to the faet that wages in retail were $1.50 or over. 

Is that correct ¢ 

Mr. Jongs. I think that’s right; $1.54, even for January and Feb 
ruary, from the BLS, sir. 

Senator KeNNepy. Well, then, if that is the average, I don’t think 
you could object to anyone being paid no less than $1, if the average 
store can pay $1.54. If that is their average wage, don’t you think it is 
a disproportionate figure to have anyone in a competitive business 
being paid less than $1 ¢ 

Mr. Jones. Mr. Chairman, if I may use an old western term, I think 
completely respectfully, it is what we used to call a “Who struck 
John?” question. 

I would say that in the small communities in this country $1 per 
hour would be completely out of line with the prevailing wage pattern, 
from an economic standpoint. 

Senator Kennepy. Well, now, you are aware that the bills before 
us consider exempting stores with less than a half million dollars 
volume, or less than a certain number of employees, or less than a 
certain number of units. 

Mr. Jones. That’s right. 

Senator KENNEDY. What are we talking about are the larger stores. 

Now, if the average wage is $1.54, do you think a large store should 
pay less than $1 ¢ 

Mr. Jones. In the larger stores, it is my Judgment, generally speak 
ing—and that is why we were very much interested in the possibility 
of a full-scale study; at the BLS there are no Government figures 
available—but based on talking to people across the country, only the 
part-time inexperienced, or partially handicapped employee in the 
larger stores today are making less than $1. 

Those are the only people in my judgment, and that is a.broad 
statement covering all stores. 

Senator Kennepy. What percentage of employees would that be / 

Mr. Jones. That might be—well, again, that might vary with the 
type of store. There are no figures available on that. 

Senator Kennepy. | don’t see how you can expect that we are going 
to run all these stores into a depression, as the only ones getting less 
than a dollar are handicapped. We have heard t: alk about them this 
morning, but they can’t be a large percentage of our population. 
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Mr. Jones. The point, Senator, is just a hard business fact. If you 
give raises to your lower echelon people, you have to adjust wages 
at every point. It’s just as automatic as it could be. 

You have to do that, so you are not only talking about people mak- 
ing less than $1. That is only a small part of the bill, that has to do 
with employees of the retail industry. 

I think possibly the retail industry wouldn’t feel so strongly on 
this if we were just talking about people who are today making less 
than $1 an hour. That is only the first chapter in this series. It 
wouldn’t be that one dollar. 

And it wouldn’t stop there. Is it going to be $1.25 next year? Will 
they be back here again for $1.25 next year, and if they get the $1.25 
next vear, then the limit will be $1.50, just as sure as anything, the 
next year. 

Where you will end with that, I don’t know. 

Senator Kennepy. The only thing we are considering is this $1. 

Mr. Jones. That’s right. 

Senator Krennepy. The only point I am trying to make is if the 
average wage is $1.54, and we are only talking about the larger stores, 
doesn’t it seem unreasonable with respect to their lowest wage being 
$1 or lower ? 

Mr. Jones. Well, again, it is the impact. 

The major part of the impact of a $1 minimum wage of the large 
store on the small store, making it a dollar or more, the lion’s share of 
the finance affects the cost and affects all other employees where an 
adjustment must be made. 

Again, the picture comes in, and we haven't stressed it in this state- 
ment, the majority of the people who are getting less than $1 in the 
larger stores probably would be dropped from the payrolls if the 
minmum-wage requirement for $1, because on no test of productivity 
could some of these people produce $1 an hour in productivity. 

Senator Kennepy. Anything further ? 

Senator Gotpwater. Yes. I think we are overlooking a major 
point in this whole discussion. 

I don’t believe the merchants, the retailers of America, are particu- 
larly concerned about the dollar. What they are concerned about is 
the Federal Government getting into their business, and it isn’t the 
fact of having to increase a few salaries a few cents. 

We haven’t even talked about the tremendous cost to each and every 
business in America if these bills are passed. Small business that may 
be run by one bookkeeper, you would have them put on another 
bookkeeper the first thing, full time. 

Mr. Jones. That’s right. 

Senator Gotpwarer. Together with reports that the Federal Gov- 
ernment required. 

I think that is really the point—the Federal Government. 

Mr. Jonrs. That’s right. 

Senator Gotpwarer. And not the dollar. 

Mr. Jones. And the national chamber made a point, I think very 
well this morning in that area—the number of sets of records, and, be- 
lieve me, paperwork costs money today, important money, as the Hoo- 
ver Commission reports will show. There are fantastic costs in paper- 
work. 
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Then there is the harassment of inspection, based on the experience 
of covered industries. It is a tremendous problem, and a costly prob- 
lem created by false complaints by disgruntled employees, which bring 
in swarms of Federal inspectors, with the right to look at all the books 
and go through with a fine-toothed comb. 

It is a nuisance cost. And, of course, the point has been made time 
and again, in talking about this profit area, to cover the retail industry 
with $1 minimum wage, the cost of living has got to go up. It just 
can’t help it. 

A great deal of the value of the increase would be simply canceled 
out, and all of the people who trade in retail stores would pick up the 
shock of an increased family expenditure. 

Senator Kennepy. Will you tell me what percentage of your mem 
bership would come under this act, that make more than $500,000? 
Retail stores. 

Mr. Jones. Would come under it ¢ 

Senator Kennepy. What percentage of your membership would be 
included under the coverage of this act if the estimate was $500,000? 

Mr. Jones. That would take some extended computations. We 
have 30 national associations, and we have 36 State associations. The 
nationals range from associations of larger stores, to a considerable 
number of associations which include a vast a - of small stores. 

It would be a real research job to find out, and I am not so sure 
could be found out accurately, as to what the per rcentage is. 

Senator Kennepy. Do you have a figure on what the percentage is 
of retail stores whose business for a year is over $500,000 ? 

Mr. Jones. Again, the official figures are spotty on that, and I think 
I may be able to give you some light i in the additional statements that 
I would like to offer for the record. 

Senator Kennepy. Yes. 

Mr. Jones. At thistime. I think we will find it. 

First, while my assistant is picking out some points here which are 
indicative of the difference in opinion of some people—what some peo- 
ple believe to be fact. Mr. Ruttenberg of the CIO yesterday made the 
statement in the hearing that firms grossing $1 million or more have 44 
percent of the employment in this country, in retail and service estab 
lishments. 

Now, we submit that the Bureau of the Census—and 1949 is the 
last study; the 1955 figures are not available—show only 23 percent 
of employment is in stores grossin g $1 million in sales, and we don’t 
think that percentage has changed in any important degree since that 
time. 

Mr. Ruttenberg also made the statement that 80 percent of retail 
trade firms have less than 4 employees. 

Again, the authority of the Census Bureau in the 1949 census of 
business, the percentage of total stores with employees fewer than 3 
employees is 60 percent. 

It ought to be pointed out that 38 percent of our retail stores in this 
country have no employees. They are probably a family “mom and 
pop” operation. The family work in the store and are not salaried. 

Senator Kennepy. Mr. Jones, if you have any more figures, we will 
be glad to have them in the record in your statement, if you want to 
present them to the committee. 
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Mr. Jones. Very well, sir. I would like to make one further com 
ment if [ may, because I think it is important. 

The point was made in the organized labor testimony that there is 
more unemployment in the ret tail industr y than there is in the manu 
facturing industry, and we would like to show for the record that the 
real test of unemployment in retail is the tax rate and unemployment 
compensation which every retailer pays. 

The merit rating under that shows that the average retail tax as 
compared to a minimum tax of 2.7 percent of payroll for 1954, as 0.9 
percent. That was on a payroll where the average of all industry was 
1.1 percent, and the average of manufacturing was 1.1 percent. 

So, this statement that there is more unemployment in retailing 
than there is in manufacturing simply will not stand up. And there 
are a number of other areas in that picture, too. 

Senator Kennepy. Thank vou very much, Mr. Jones. 

Mr. Jones. Thank you. 


Senator Krennepy. Mr. John Hazen, Washington representative of 
the National Dry Goods Association. 


Mr. Srewarr. I am Erskine Stewart. of the National Dry Goods 


Association, and I ask are of the committee that we may file 
our statement in the record. 


Senator Kennepy. Yes. Without objection. it will be done. 
(The statement of National Dry Goods Association follows :) 


STATEMENT OF PurtLtiep M. TaLsorrT, SENIOR Vick PRESIDENT, Woopwarkp & Lott- 
ROP, AND PRESIDENT, THE NATIONAL RETAIL Dry Goops ASSOCIATION, IN BEHAL! 
OF THE NATIONAL Retatt Dry Goops ASSOCIATION 


The National Retail Dry Goods Association is a voluntary trade association 
representing over 7,000 retail department and specialty stores located in every 
State of the Nation. Its membership includes single establishments; stores 
with one or more branches; and multiple-unit stores maintaining central offices 
and warehouses. 

The purpose of this statement is to set forth the association's position in regard 
to proposed elimination in whole or in part of the specifie exemptions granted 
to the Retail industry under the existing sections 13 (a) (1) and 13 (a) (2) of 
the act. 


I. THE ASSOCTATION’S POSITION 


The association strongly opposes any legislation designed to eliminate the 
present retail exemption, or to amend the exemption so as to encompass certal 
segments of the industry within the coverage of the act, on the basis of annual 
sales volume, the operation of units in several States, or by any other arbitrary 
classification. 

In essence, the association is in favor of complete retention of the retail ex- 
emption in its present form. 


II. CONGRESSIONAL INTENT 


The expressed intent of Congress in initially adopting a Federal wage and 
hour law was to eliminate in industries engaged in commerce or in the produc- 
tion of goods for commerce, without substantially curtailing earning power 
or employment; the spread of labor conditions detrimental to the maintenance 
of a minimum standard of living necessary for health, efficiency, and general 
well being of workers. In addition, to remove any burden on commerce and the 
free flow of goods, that might grow out of unfair competition, and interference 
with the orderly and fair marketing of goods. 

The need for Federal wage and hour laws stemmed from the inability of the 
States to enact legislation to effectively eliminate or control the above evils, on 
interstate commerce, which Congress recognized as existing in the Nation as a 
whole. 
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Congress, however, possessed the wisdom to recognize that a Federal wae 
ind hour law was not only unnecessary, but would in fact have a deleterious 
effect upon certain intrastate industries. One of these industries was retailing 
Congress was aware of the essentially local character of the retail store and 
cognizant of the fact that the evils sought to be eliminated by the FLSA did not 
stem from the retail industry, but were directly attributable to the manufacturing 
and producing industries, whose goods flow into the stream of interstate com- 
merce. Consequently, Congress granted a complete exemption to the retail 
industry. 

Ill. THE NATIONWIDE CHARACTER AND IMPACT OF THE MANUFACTURING AND 

DUCING INDUSTRIES AS OPPOSED TO THE ESSENTIALLY LOCAL CILARACTER 

OF RETAILING 


PRO 


AND IMPACT 


The existence of substandard wages and hours in a manufacturing industry 
in one part of the country has a depressing effect on the entire country rhe 
production of goods by utilization of cheap labor in one section may effectively 
eliminate from competition a manufacturer in another section unable to secure 
cheap labor. As a result, the depressed conditions rampant in one section spread 
throughout the entire Nation through the medium of interstate commerce 
This situation gives rise to additional evils. The manufacturer able to obtain 
cheap labor tends to secure a domination and monopolistic control over his 
industry with the result that the depressed conditions in his area are perpetuated 
and manufacturers in other sections, unable to compete, are forced to withdraw 
from competition. Dislocation of labor and curtailment of the flow of goods 
into interstate commerce are the inevitable result. The roots of the evil which 
Congress intended to alleviate by enactment of the FLSA are embedded in this 
type of situation. 

The essentially local character of retailing and the complete divorcement of 
its operations from the stream of interstate commerce is easily demonstrated, 
The essential function of a retail store is to distribute goods to the ultimate con 
sumer. The goods which the retailer so distributes have in most instances been 
produced and manufactured in industries which are covered by the FLSA. The 
evils previously described as stemming from the manufacturing process have 
already been eliminated. The merchandise in the hands of the retailer has 
been finally removed from the stream of interstate commerce. 

The retailer must now market the goods in his highly restricted area. The 
price he has paid for the merchandise already bears the effect of the FLSA. The 
price he receives from the ultimate consumer will also reflect this. The ultimate 
price*to: the consumer, in addition, will reflect the overhead of the individual 
retailer. This overhead is to a large extent determined by his direct labor costs. 

The retailer’s labor cost is subject to keen local competition. The retailer 
must pay the going price in his area for labor in order to secure employees to 
ian his store. The wages paid to and the hours worked by his employees are 
entirely dependent on the conditions existent in his local trading area. 

The wide variations in the State minimum wage and hour regulations applica 
ble to retailing testify to the variety of conditions existing in the States. The 
variation of the wages and hours in different vreas of the same State further 
points up the very diversity of conditions within the individual States. 

The evils of monopolistic control, unfair competition, interference with the 
orderly and fair marketing of goods, and the burden of commerce and free flow 
of goods clearly do not arise as a result of conditions in the retail industry. 

The price charged by a retail merchant in California for a hat, dependent on 
his competitive wage scale, has not a single solitary effect upon the price charged 
for the same hat by a merchant in Maine, or any other place in the United 
States. Certainly, if the California merchant retails the hat at a cheaper price 
than the merchant in Maine, it is ridiculous to assume that people from Maine 
will travel to California to buy a hat. To narrow the example, diversity of a 
price within proximate cities in the same state, certainly will not cause a move- 
ment from one city to the other. The retailer nrust meet the competition of 
other merchants in his immediate vicinity. The competition between retail 
merchants is a highly localized matter. It must follow that variation in local 
retail conditions has no effect whatsoever on interstate commerce. 


IV. THE WISDOM OF STATE CONTROI 


Currently 22 States, Alaska, the District of Columbia, and Hawaii have mini- 
mum wage legislation applying to retailing. In almost three-fourths of these 





178 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


States and Territories, special minimum-wage regulations, tailored to the char- 
acter and needs of retailing and its employees, now exist. The variations in 
hours of work, in minimum wages imposed, and employment opportunities for 
students and beginners reflect the localized character of retailing and the varia- 
tions of needs and controls considered appropriate to maintain fair working 
standards. 

Twenty states, within their current legislative sessions, have or are giving 
consideration to the problem of minimum wage and hour legislation and the 
need therefor. Several States have recently increased their retail minimums 
to meet current conditions, others are in the process of doing so. We believe 
that this clearly demonstrates the ability as well as the inclination of these 
States to regulate intrastate and local business as and when action is needed. 

Those jurisdictions which have refused to adopt any minimum wage and hour 
laws applicable to retailing have obviously deemed the imposition of such mini 
mums unnecessary. Certainly no one can challenge the “expertness” of the citi- 
zens of a particular area in evaluating the conditions under which they live and 
work. If improvements were deemed necessary, than certainly the people, acting 
through the democratic process, would have taken steps to obtain enactment 
of minimums. 

To remove the retail exemption and apply a uniform standard to retailing, 
would in effect substitute the judgment of a central authority, not only as to 
varying conditions in the 48 States, but to varying conditions in many parts of 
the same State, for the judgment of each individual State as to its own condi- 
tions. Such a situation can only lead to chaos. The wide variation and in fact 
the absence of minimum wage regulations in some of the 48 States is a testi- 
monial to the validity of the retail exemption. 

The imposition of a Federal retail minimum would constitute a direct en- 
croachment not only on the right of the States to regulate their own affairs, 
but a direct attack upon the wisdom and judgment of the citizens of these areas, 
as to the need for such regulation. 


V. THE DEMONSTRATED ABILITY OF THE STATES TO EFFECTIVELY REGULATE RETAIL 
WAGES AND HOURS 


We do not here propose the addition of a retail exemption to the present act, 
but urge retention of a provision which has been part of the act since its incep- 
tion. Congress has consistently recognized the validity of the retail exemption, 
in the initial enactment of the FLSA in 1988, and subsequently in 1947 and 1949, 
when the exemption was reviewed and the original verdict substantially con- 
firmed. We are not in the position of attempting to predict the effect of a new 
provision, but are able to accurately set forth the actual results of the present 
exemption based on past performance. We firmly believe that on the basis of 
past performance, the States have clearly shown their ability to properly and 
effectively control retail wages and hours when need has been demonstrated. 

A simple method of demonstrating this fact is to compare wages in the manu- 
facturing and producing industries (largely covered), with wages in the (largely 
exempt) retail industry. 

As shown by the Bureau of Labor Statistics in its employment and earnings 
reports, from 1939 to 1950 manufacturing wages rose 121 percent, while wages 
in retailing rose 117 percent. This indicates an almost parallel rise in both 
industries. From 1950 to the present, wages in the manufacturing and retailing 
industries have maintained an exact parallel—both showed a 30 percent gain. 

An equally significant parallel in respect to hours worked in the above indus- 
tries has also been maintained. From 1939 to 1950, the average working hours 
in the manufacturing industries fell by 7 percent, while in the retail industry, 
hours worked fell by 5 percent. From 1950 to the present, average hours worked 
in retailing continued to fall, while in manufacturing they showed an increase. 

These facts succinctly point out the influence of a rising economy upon the 
wages.and hours of retail employees, and point up the fact that national legisla- 
tion is‘not needed to protect retail employees and to insure to them the equivalent 


in wages and leisure time inuring to employees in industries covered by the 
FLSA. 


The advocates of retail coverage urge such coverage as a means of raising 
living standards rather than safeguarding interstate commerce. In our opinion, 
the only real assurance of a continual rise in the living standards of all the 


people lies in an economy based upon free competitive enterprise and labor pro- 
ductivity and mobility. 
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The inflationary aspect of higher Federal minimum wages should not be over 
looked. Past increases in Federal minima for covered employees has resulted in 
increased prices all along the line, which are necessitated by increase in payroll 
costs. An upward adjustment in the Federal minimum applies not only to those 
employees earning the minimum, but involves varying increases to those earning 
above, in order to maintain existing wage differentials. 

While an upward adjustment of the minimum rate may increase the purchasing 
power of those employees directly affected, nevertheless, it is most significant to 
recognize that such an adjustment also increases prices for the public as a whole, 
a great segment of which is not covered by the act or intended to be covered. 

The continual extension of Federal controls within areas properly reserved 
to the States will soon deprive our economy of these essential ingredients, and 
deterioration in our living standards will become inevitable. 


VI. PARTIAL COVERAGE OF THE RETAIL INDUSTRY 


In the past and presently, many schemes have been devised to divide the retail 
industry by various arbitrary methods, so as to place a segment of the industry 
under the act, while exempting the remaining segment. Congress has in the past, 
however, wisely rejected these proposals. It has recognized that such proposals 
would result in administrative chaos and amount to nothing more than attempts 
to extend Federal control for political and other self-serving purposes. 

The varying proposals have attempted to categorize the retail industry on 
the basis of size determined by a variety of standards. These include sales 
volume, number of units, or the maintenance of units in several States. 

The proposals fail to recognize, however, that regardless of the total annual 
sales volume or the number of units operated by a retail organization, each sep- 
arate unit is an entity unto itself especially in respect to obtaining qualified em- 
ployees. Both large and small retailers in the same local area compete not only 
in sales, but also in the labor market. Large and small alike must be competitive 
as to wages and hours worked. If they are not, the worker will seek the higher 
paying job and the low-paying employer will attract substandard employees. If 
the large retailer is covered by the act, he will suffer the burden of increased costs, 
while the small retailer remaining exempt will suffer from an inability to attract 


qualified employees. As a result, partial coverage of the retail industry will al- 
most certainly operate to inflict serious damage upon the entire industry, large 
and small retailers alike. 

In substance, partial coverage represents merely a poor cOmpromise created 
by those who recognize the basic validity of the retail exemption, but desire on the 
other hand, to appease those groups to whom they are politically beholden. 


CONCLUSION 


The National Retail Dry Goods Association urges complete retention of the 
retail exemption in its present form. Elimination of the exemption in whole 
or in part constitutes an encroachment on the rights of the States to regulate their 
internal affairs. 


Retailing is an essentially local industry and as such is properly subjected to 
State regulation rather than Federal control. The rights of the States to regulate 
business within their borders should not be preempted by the Federal Government. 

Senator Kennepy. Mr. Arthur J. Packard, of the American Hotel 
Association. 

Mr. Pacxarp. Senator Kennedy, I have a brief statement here which 
[ will read, and also a supplementary statement which I will file. 

I have had the honor of appearing a number of times in the past 
10 years, so there is a certain amount of repetition which we have 
deleted from my statement which I will file. 

Senator Kennepy. Without objection, it is so ordered. 

Mr. Pacxarp. If that is all right, thank you. 

Senator Krennepy. Will you proceed ? 
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STATEMENT OF ARTHUR J. PACKARD, PRESIDENT, PACKARD 
HOTELS CO. 


Mr. Packarp. Thank you. 

[am Arthur J. Packard, president, Packard Hotels Co., with head- 
quarters at Mount Vernon, Ohio. I own and operate seven small 
hotels in that State. 

[ am serving as chairman of the governmental affairs committee of 
the American tlotel Association, so I will be the only spokesman for 
this industry to appear before your group. 

We are deeply concerned over the numerous bills which are pending 
before your committee. These would increase the minimum wage to 
sums as great as.$1.25 an hour, with mandatory time and one-half for 
over 40 hours a week, and would expand the coverage into areas which 
have heretofore been exempt from this statute. 

We are fundamentally opposed to the usurpation by the Federal 
Government of jurisdiction over local business establishments up and 
down Main Street. 

In the first place, we think it would take a whole army of investi- 
gators to police the millions of local business places. Further, we feel 
very strongly that the hotel business, for instance, is strictly a service 
enterprise, entirely local in character. 

We produce no goods, and we ship nothing into commerce. Every 
single service which we perform is performed for our guests within 
the four walls of our own establishments. 

We think that we have been consistent, through the years, in oppos- 
ing Federal coverage under any of the national labor statutes. 

We have opposed coverage under the Taft-Hartley Act, and have 
resisted the jurisdiction of the Wage and Hour Act. Where a need 
is felt for minimum wage legislation, States have enacted such laws, 
and we in the hotel business have got along satisfactorily, to date, under 
State regulations. 

It seems to me that it would be impossible for the Congress to fix 
a uniform wage rate which would be equitable. It just does not seem 
realistic to establish a minimum wage scale applying to a small town 
in the Deep South, and to metropolitan centers in the North. 

I tell you frankly that the towns in which I operate are among the 
smaller centers of Ohio. And our State minimum wage board has 
found it impossible to fix «a common denominator for minimum wage 
purposes, even within that single State. 

Obviously, the smaller towns, where living costs are less, are today 
paying a lesser wage than in the large metropolitan centers. 

It would be especially burdensome for industries such as ours to 
come under a mandatory 40-hour week. As you know, we are obliged 
to operate 24 hours a day, 7 days a week, in good weather or bad. 
This means 168 hours a week that our properties must function. 
This would require four shifts of employees in the critical job cate- 
gories within our establishments, and premium payment for overtime 
for 8 hours would still be required. 

Already our labor costs have climbed until we are vulnerable to 
competitive housing facilities of every type. A recent survey by a 
nationally known accounting firm—Horwath & Horwath—shows that 
40.7 cents out of every dollar paid out by the hotel business in 1955 
went to payroll. 
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Increasing costs have already compelled us to set a price on our 
room and food accommodations which is be yond the purse of some 
of our good citizens. If we were compelled to pay a minimum wage 
of $1 an hour or more, we would have to raise our rates to a level 
where a very large segment of the population could not afford to eat 
or sleep in a hotel. 

The operation of a service establishment such as ours is entirely 
different than that of manufacturing or communications or trans 
portation. Congress has recognized ‘this difference by establishing 
the present exemptions for our type of business under the Fair Labor 
Standards Act. 

Most manufacturing establishments can continue in business de 
spite Federal control over minimum wages and maximum hours 
Their employees are paid only while productively engaged. And 
when there is no need for their services, they are laid off, and pro- 
duction can be scheduled to avoid premium pay for overtime. 

But the operation of a hotel is entirely different. Most of our em 
ployees are not productively engaged during all of the hours for 
which they receive wages. Many ‘hotels operate at only one-third 
occupancy during 3 days out of every week—but even though there 
is little or no work to be done, hotel workers continue to receive their 
wages. We cannot lay off experienced workers during slack periods. 

Congress cannot eliminate w age rates as a factor of competition In 
retail and service industries as it has in manufactur ing, in transporta- 
tion, or communications. Let us take our industry as an example. 
If Congress wished to eliminate price competition, based on wage 
differentials, they would have to cover every roominghouse operator, 
every motel, even those operated only by a husband and wife team, 
and every nonprofit YMCA, country club, or lodge which rents rooms 
or serves meals. 

If you force legitimate hotels to raise room rates $2 to $3 a day, 
you will divert our customers and you will destroy our business. 

We wish there were some way to take a broad s: ampling of testimony 
from the general public on issues such as the minimum wage. Clearly, 
the public has a very great stake in what the Congress decides. For 
any establishment which is obliged to increase its wage rates substan- 
tially, and subsequently hike the cost of its goods or services, they must 
pass along such increases to the consumer. 

Where hotels are concerned, there isn’t a chance in the world that 
increased labor costs could be re agercte any more. Our occupancy has 
dropped steadily, year after year, ever since 1946. For the calendar 
vear of 1955, occupancy was daarh to 72 percent. The smaller hotels, 
such as my own, have lower occupancy levels than that. Normally, 
however, we do have several days a week when our properties are rather 
full, so we are obliged to maintain a full staff of employees at all 
times. 

Also, may I cite the figures of the Treasury Department, which re- 
veal hotels as one of the two least profitable industries in the land, 
from the standpoint of return on investment. Horwath & Horwath 
show a 5.02 percent return for the calendar year 1955. And that, I 
might add. is based on actual invested capital in that business. As 
Senator Goldwater said, we would be much better off to buy Govern- 
ment bonds—or State or municipal. 
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In my own properties, my accountants conducted a study last year 
to show what increased wages we would be obliged to pay under a 
90-cent minimum. The upward adjustment in costs would have en- 
tailed increased room rentals of approximately $2 per day per room, 
or 53 percent of our present average room rentals. 

I have been in the hotel business most of my adult life, and I am 
very much afraid that we have already reached the point of diminish- 
ing returns. Much as my guests might like me personally, they would 
not patronize me if my rates were increased to that extent. 

It is always assumed that employees are the supposed beneficiaries of 
an increase in the minimum wage. I want to reassure you that in 
our industry, particularly, that would not be the case. Employees 
would be the victims, rather than the beneficiaries. There are several 
reasons for this. 

The industry today employs a large number of handicapped or 
marginal workers, college students, housewives, seasonal workers, and 
other part-time employees. Normally, these are found in those parts 
of the hotel where unskilled labor is used. 

If we were obliged to pay a minimum of $1 an hour, we would have 
to import skilled or professional employees. These men and women 
would have an increased production per worker, over our present 
people, but the tragedy would arise eae the fact that most local 
people would be thrown out of work. 

Many unskilled jobs such as dishwashers, potato peelers, elevator 
operators, pots and pan washers, and jobs in classifications of that 
kind, could be quickly eliminated through mechanization of those 
operations. 

Hotels would be forced to take such action if the present legislation 
is enacted. As far as that is concerned, we remember full well that 
when the Federal minimum wage was first proposed by President 
Roosevelt in 1938, he warned that the law should not be written in 
such broad terms as to substantially curtail employment opportunities. 

Further, if hotels were brought under the Federal minimum wage, 
as it now stands, we would have to terminate most, if not all, present 
marginal pay items, such as meals, lodgings, uniforms, tips, and other 
forms of income. Actually, the living standards of many of our em- 
ployees would suffer. 

As an example, employers might find themselves obliged to charge 
for meals or lodging which employees are now receiving free. 

It isn’t as though we could lay off part of our staff, as many manu- 
facturers can, during quiet periods. We are forced to maintain a full 
complement of employees most all of the time. 

In my hotels, we have very little turnover in personnel. I have al- 
ways felt that this was good evidence and an indication of contented 
employees. I have felt they appreciate the fact that they have steady 
work, with no seasonal layoff periods. 

If these same unskilled people were dissatisfied, I am sure I would 
be the first one to know about it. After all, we compete for employees, 
Senator, in the open labor market, in competition with all the other 
employers, and they can draw from our particular labor pool. 

It isn’t as if our industry has remained static in the matter of wages. 
Again, let me quote a nationally known accounting firm—Horwath & 
Horwath. 
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They find that the current hotel payroll exceeds the total industry 
wide income back in the early 1940's. As an illustration, the labor cost 
in my own eight hotels, which are typical, exceeds 42 cents on the dollar 
of sales: 

Now, let me give you just a few facts to emphasize the employer's 
interest in this subject. 

I am well aware of the fact that most of these bills currently before 
your committee would only bring certain retail and service establish 
ments under the Fair Labor Standards Act at the outset. Some rule 
of thumb, such as $500,000 annual sales, or a chain organization pos 
sessing four or more units, might be employed in amending the Wage 
and Hour Act. 

Let me hasten to assure you that the owner of a small hotel on one 
<ide of the street, who was thus exempt, could not successfully recruit 
skilled help for wages substantially less than $1 an hour, if a large 
hotel across the street, which was brought under the act, were ae 
to pay Sl or more an hour for the same employee. 

Right now, with my relatively small hotel properties, I must com 
pete with the largest chain hotels in the furnishing of various ser 
ices, and the maintenance of a staff which works around the clock. 

And I tell you one thing: Proposals such as these before your sub 
committee today would be a bonanza for small motor courts and 
motels, which are run by mama and papa, and which engage few, if 
any, employees. Their overhead would remain stationary, giving 
them a great competitive advantage over other housing facilities, 
where the payroll costs would be substantially increased. 

It is frequently argued that production per employee is constantly 
increasing, and so wage scales should rise steadily. One of the argu 
ments advanced for increasing the minimum wage to Sl was that 
production per employee has increased. Here is another instance 
where hotels differ from manufacturing establishments. I regret to 
report that production per employee has not risen in the hotel business. 

By and large, we have about the same number of employees we 
had 6 or 7 years ago, but with fewer guests in our establishments, 
and with an increasing amount of mechanization it follows that each 
of these employees is probably doing less work each year than he did 

before. 

Hotels are suffering right now from two extremely unfair situa- 
tions which Congress has not vet rectified. First, attempts are made 
repeatedly to permit FHA-financed apartment buildings to rent 
tr: anaiontly, in competition with our privately financed hotels. Sec- 
ond, are fighting a losing battle, in many communities, as tax- 
mas clubs and other establishments openly advertise for public 
business in competition with us. With no Federal tax to pay, it 
stands to reason that they can underprice us substantially. Your 
committee could complete the devastation of the hotel business if you 
forced us to come under the Federal minimum wage and hour Taw. 
Most of the nonprofit groups could probably avoid cover age, 0 
small apartment houses could probably do the same, inasmuch as t! 
employ just a handful of workers. 

You see, Mr. Chairman, we in the hotel business have good memo- 
ries. We have never forgotten that more than 82 percent of the hotels 
of America went bankrupt in the early 1930’s, or were compelled to 
refinance. We feel it could happen again. 


78155—56——-13 
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It is regrettable that industry witnesses are required to bring testi- 
mony to your subcommittee before we have a chance to learn the posi- 
tion that Secretary Mitchell, and other administration spokesmen, 
intend to take with reference to this legislation. 

It is our understanding that the Secretary’s recommendations last 
year for some degree of “expanded coverage were based on the pro- 
posal to increase the minimum wage to 90 cents an hour. We do not 
profess to know whether his recommendations will stand, in the light 
of the fact that Congress subsequently increased the minimum wage to 
$1 an hour. 

We hope earnestly that your committee will refrain from asking 
Congress to legisk: ite blindly in this field of expanded coverage, and 
certainly not until the Bureau of Labor Statistics, or some other com- 
petent arm of the Department of Labor, has been able to make a survey 
to determine the impact upon the national wage generally of this 1: ast 
increase in the Federal minimum-wage-and- hour law. 

Also, the returns from the latest 5-year census of business will be 
available this summer. These should’ also bri ing to light the number 
of employees, the dollar sales, and other signifie ant index figures within 
the various retail and service industries. May we respectfully express 
the hope that Congress will hold off in expanding such coverage until 
this type of data is available for careful study. 

Senator Krennepy. Just one question. 

What percentage of your employees of your own chain of hotels is 
paid less than $1 an hour? 

Mr. Packarp. All service employees, which I would say would prob- 
ably represent about 70 percent of all employees. 

Senator Kennepy. Is that on the assumption that they would re- 
ceive tips to supplement their income ? 

Mr. Packarp. That’s correct. 

In other words, may I refer to the testimony of somebody from Ohio, 
and the facts that he ‘used, and the figures ? 

I would say 70 percent of all employees in the State of Ohio under 
the minimum-wage law in the State of Ohio are service employees who 
draw in the neighborhood of 45 cents an hour. 

Let’s say we have a waitress, very keen, who draws 45 cents an hour. 

She will not take a hostess job at $65 a week because she gets tips, 
she gets uniforms, she gets meals. 

Actually, her income is probably $75 to $80 a week. 

Senator Krennepy. If this law were written so that it took into 
account the fact that certain employees do supplement their income 
through tips, it would be satisfactory to you, in other words? 

Mr. Packarp. If you had some way, Sen: itor Kennedy, to know just 
how much every service employee was going to receive in tips, the 
answer would be simple. But we never have been able to learn the 
sums involved in tip income by our employees. So I can’t honestly 
say just what the result would be i in our industry. 

Senator Kexnepy. What is in your judgment—my last question— 
the percentage of your employees who receive less than $1 an hour, 
whether it is either from you or through tips? 

Mr. Packarp. I would say we have possibly 5 percent or 8 percent in 
my own organization who receive less than $1 an hour, gross including 

cash wages and tips, but the reason for that is this, Senator: They are 
margin: il, unskilled, and nonproductive workers. 
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Certainly, no man who has any ability is going to scrub pots and 
pans in a kitchen. Nor is he going to work as a dishwasher or a 
porter. 

I don’t give him employment as a ward of the court or as a ward of 
Poe But because his productivity is low, because e can’t turn 
out a great amount of work, his earning capacity is limited. 

If I don't give such a man that type of employment, he might go 
unemployed, for he cert: ainly isn’t going to have a job in a plant, where 
some definite skill is required. 

Now, if we got into this $1 an hour wage, I would have to mechanize 
everything in my hotels that I could. Or else I would have to replace 
all mi arginal workers. And the hotels are the greatest employers of 
marginal labor in this country today. 


Senator Kennepy. Thank you, very much. 

Mr. Packarp. Thank you, sir. 

Senator Kennepy. I appreciate your coming. 

Mr. Packarp. Thank you very much, Senator. 

(The supplemental statement of Mr. Packard follows :) 


SUPPLEMENTAL STATEMENT OF ARTHUR J. PACKARD 


As I emphasized in my oral statement, accountants have gone over the figures 
carefully, for the seven small hotels which I own and operate in Ohio. They 
find that if the minimum wage were to go to $1 an hour, we would be obliged 
to increase our room rentals at least $2 a day per room. Undoubtedly we would 
be pricing ourselves out of business if we raised our rates to that level. 

In order to bring comparable information from other sources, within our 
industry, I have assembled some pertinent statements from various parts of 
the country. May I attach excerpts from these statements, revealing the very 
great burden which hotels would suffer if we were exposed to coverage under 
this statute? 

EXCERPTS 


L. FE. Schoenbrunn, general manager, Drake Hotel, Chicago, Iu. 


“We have computed the additional costs involved in raising our minimum 
wage to 90 cents per hour for bellmen, footmen, waiters, waitresses, and busmen, 
which would be approximately $80,000 per year. Based upon current occupancy 
figures, it would be necessary for us to increase our room rates 50 cents per 
room to recapture these additional payroll costs. 

“If the minimum wage was increased from $1 to $1.25, it is highly probable 
that the room rate would have to be increased approximately $1. 

“Many of our gratuity employees are earning several times their daily wae 
in fees, and inasmuch as this legislation would primarily affect this classificai « 
of hotel employees, we feel that the hotel classification should be excluded from 
the legislation.” 


James L. Madden, manager, Pine Edge Inn, Little Falls, Minn. 

“I helieve that if this proposal becomes an amendment to the present Fair Labor 
Standards Act that I would be forced out of business. I don’t say this without 
considerable analysis and thought. My 50-room hotel had approximately $12,000 
in room payroll last year. If I were to pay $0.90 an hour with time and one-half 
for over 40 hours, my payroll would be about $19,000. During the year of 1954 
our hotel had a net room earning of about $6,000 per year. You can see that 
I face a net loss if the hotel industry is included in the act. 

“For several years our hotel has been in a declining market due primarily 
to the building of three new motels in or on the edge of Little Falls. The motels 
are family operated and would not be affected by this act. In order for me to 
continue in business it would be necessary to increase my rates by about 40 
percent. This would put me in an uncompetitive position with the motels. My 
percentage of occupancy at the present time is 64 percent or about 10 percent 
below the national average for all hotels. Raising my rates would lower my 
occupancy and in turn raise the occupancy figures of the motels. This would be 
an impetus for more motels to be built.” 
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Lee Paschall, president, Richmond Hotels, Inc., Richmond, Va. 


“We are very much concerned about the proposal to increase the Federal 
minimum wage and to put hotels and other service organizations under Federal 
jurisdiction. It is estimated that if this should be done the hotels would have 
to add at least $2 per day to the room rates and a large increase in the cost 
of meals. 

“If the hotels should be compelled to work on a 40-hour week basis and pay 
time and a half for overtime, we might as well try to find some other way to 
use hotel property because we do not see how we could compete with motor 
courts and tourist homes and operate under the proposed law.” 


New England Resort Hotel Association, Boston, Mass. 


“We have analyzed the payroll of a 100-room resort hotel for the 1954 season 
to determine the effect of a minimum wage of $1 per hour and time and one-half 
for hours worked in excess of 40 per week. 

“The results of this analsis are as follows: 


Amount Percentate 
increase 


‘Total payroll for the 1954 season _____ . | $43, 846. 

Increase necessary to equal $1 per hour minimum for all employees 10, 300, 2 

Additional increase which would result from the payment of time and one- 
half for hours worked in excess of 40 a — pd 4, 139.7 


° 
Leo Convery, owner and operator, Harborside Inn, Edgartown, Mass. 


“If all hotels were brought under this act the cost of doing business as an 
American plan resort would skyrocket. We would be forced to price ourselves 
out of business. 

“For example, our waitresses now receive above minimum wage for this posi- 
tion under laws of cur Commonwealth. Should we be forced to raise their wages 
to proposed $1.25 per hour plus time and one-half overtime over 40 hours the 
payroll cost per girl would increase by 500 percent to 600 percent. We do not do 
enough business nor make enough money to absorb this increase. We are charg- 
ing a fair price for our accommodations now so we cannot expect our guests to 
pay it. What happens? Out of business. 

“Even if only some hotels were brought under this law, the same things would 
happen for we would be put into competition for labor and we would be forced by 
a different pressure to pay the same. 

“We pay our staff well and they are happy. <A great percentage return year 
after year. Service employees receive tips that more than make up the differen- 
tial in salaries paid other employees. 

“For another example, we in our operation, average about 2 employees for 
every 3 guests. Our average rate per day per guest is $15. Therefore for three 
guests the gross is $45. At $1.25 per hour straight time, the cost of two employees 
is $20. This is a labor cost of 44 percent. Our payroll cost in our last operating 
season was 23 percent and we lost money. We lost money primarily because of 
hurricane damage, had it not been for this we would have shown a profit of 
approximately 4 percent on gross, or a return of approximately 2 percent on 
investment. It is easy to see that an increase of almost 100 percent on payroll 
cost would more than wipe out these small earnings.” 


M. 8. Temple, president, Oregon State Hotel Association, Temple Hotel, Pendleton, 
Oreg. 


“While I cannot compile accurate statistics for all of the hotels of Oregon. some 
56 member hotels, I do know that the situation of the Temple Hotel is slightly 
better than the average of hotels in the State. For this reason I will present to 
you an accurate picture of the business of our hotel, and hope that you will 
consider it, as it is truly presented, as being indicative of our economic condition 
of hotels in Oregon and Washington. 

“The Temple Hotel has 14 rooms and last year made 28,096 room sales. We 
have faced a steadily declining room occupancy from an alltime high in 1946, in 
which we enjoyed an annual 99 percent occupancy, downward to the low occu- 
paney of 1954, which was 67.8 percent. This was in spite of the fact that since 
1946 we have spent $219,000 in renovation and refurnishing over and above norma! 
maintenance such as painting, decorating, and a high standard of maintenance 
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and repair. You are familiar with many of the changes we have mde to improve 
our hotel. We are currently heavily indebted to meet the costs of these improve 
ments. There are two main causes for our decline in business. First and most 
serious is the general adoption of the 40-hour workweek by other commercial 
husinesses. During the working days of the week our occupancy ranges in excess 
of #0 percent, but on weekends when there is little business being transacted by 
ommercial and manufacturing firms, our occupancy falls to as low as 30 percent 
Last night, Saturday, our occupancy of rooms was only 32 p nt We cannot 
close our establishments as many firms do, the public insists that we keep in 
operation, Our expenses remain relatively the same, whether we are filled o1 
nearly vacant. Secondly, the cause of our lack of business is due to the fact that 
motels or highway hotels have drained away from commercial hotels the greater 
art of tourist and recreational travelers. 
“Reflected increased labor costs of the ‘Temple Hotel if minimum hourly wag: 
sto be set at 31 per hour, and overtime provision is in effect: 


Again, stating that we should have identical gross income for the following 


years that we had in 1954, and presuming all other expenses except labor would 
remain the same, we could expect our protit picture to be as follows: 


nN partment. 


od department loss 


Total profit._- 
Loss 


“It may occur to you that I’ve concealed part of the picture in my own salary. 
Our company operates under a partnership agreement and I draw the only 
salary for management. This amounts to $6,000 per year. I do not consider 
that an excessive amount for the administration of a business that employs 
some 50 people.” 

Ralph Hitz, Jr., manager, Baker Hotel, Hutchinson, Kans. 

“My point in writing at this time is the great concern of legislation pending 
before Congress which would serve to put hotels under the Federal Wage and 
Hour Act. As an example of what the proposed 75 cents, 90 cents, and $1 
minimum wage law for time an one-half for over 40 hours a week would mean 
to the Baker Hotel—for the first time since the Baker opened a year ago in 
February, we enjoyed a $5,200 profit in March; the proposed minimum wage 
law broken down would add the following amount to our payroll: 


$0. 75 $4, 000 
5, 250 
6, S50 
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“Overtime figured at present wages would add $3,700. 

“In order to cover this increase in cost of operation, it would be necessary for 
us to raise our rates on a average of $2 per room. This would have the effect 
of making a minimum priced room $7 to $7.50. It would certainly be a boon 
to the motel operators, as in my opinion a hotel located in the middle of Kansas 
as we are does not justify these rates to a commercial man.” 


Arthur M. Cooper, owner, Miami Hotel, St. Louis, Mo. 


“In the past 15 years, I have increased the salary of maids, bellboys, and 
housemen from $30 to $110 per month, and the night clerks from $40 to $165 per 
month. Were it not for the fact that I (owner and operator) work 7 days 
per week and 12 hours daily, it would be impossible to meet the payroll and other 
increased operating expense. 

“In the past 2 years, we have never enjoyed a full house, and our room 
occupancy has dropped to 53 percent and 63 percent, while our payroll has 
increased 60 percent, and we know that the public would not continue to patronize 
us, were We to increase our rates to the amount necessary to meet the increased 
payroll.” 


James M. Acheson, managing director, Augusta House, Augusta, Maine 


“I am sure you are familiar with service businesses to realize this is vastly 
different from manufacturing and building trades. Our business is very spotty. 
Hotels, for several years, have been operating on 4 nights a week of good 
business, and 3 nights of very light business. Our dining rooms and bars have 
periods of good business, and other periods of no business at all. We have 
periods of a week or more during certain seasons of the year when we know 
we cannot make expenses. However, we keep the same staff on a year-round 
basis and with their wages, tips, room and meals, they have been satisfied. In 
the manufacturing and building trades, and others, in a period of slack work, 
there are layoffs. We had no layoff period in the service business even during 
the slack times.” 


L. W. Carter, general manager, Northern Hotel, Billings, Mont. 


“Our accountants have estimated the increased cost with which we would be 
faced if we were obligated to pay 90 cents per hour, and time and a half over- 
time. Frankly, it would involve increases in our room rates averaging in excess 
of $2 per day per room. I honestly do not believe the public would pay such 
rates, and it would not be fair to the people of Montana to be penalized for this 
increase to 90 cents per hour in the minimum wage to bellboys and service em- 
ployees, who—as you know—are well compensated with tips (and you can never 
stop the public from tipping service employees). 

“Our business has not been good; last year our overall picture was abont an 
8 percent decrease ; this year I feel certain there will be around a 10 to 12 percent 
decrease compared with the same period of 2 years ago. 

“Our average occupancy up to the 16th of April has been 67 percent—a year 
ago for the same period it was 86 percent, and 2 years ago, for the same period 
in April, it was 94 percent.” 


Senator Krennepy. We have one more employer witness, Mr. Bry- 
lawski, representative of the Theatre Owners of America. 

Mr. Bryntawsk1. I know your time is getting short, Senator. 

Senator Kennepy. Would you proceed, Mr. Brylawski? 


STATEMENT OF JULIAN BRYLAWSKI, REPRESENTING THE 
THEATRE OWNERS OF AMERICA AND THE ALLIED STATES 
ASSOCIATION OF MOTION PICTURE EXHIBITORS ET AL. 


Mr. Brynawskt. Yes, Senator. 

My name is A. Julian Brylawski. I am president of the Motion 
Picture Theatre Owners of the Metropolitan District of Washington; 
also, the vice president of the Theatre Owners of America, a national 
organization of theater owners, and managers, and chairman of its 
legislative committee. 
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I am also at this time representing the Allied States Association of 
Motion Picture Exhibitors by instructions of its oflices and several 
indepedent motion picture associations. 

I am appearing before this committee in opposition to any extended 
coverage as proposed by the several bills before this committee that 
would include the employees of service organizations; and, or, retail 
establishments under the Fair Labor Standards Act of 1938, as 
amended. 

I had the honor to appear before this committee on April 27 of 
last year, and at that time submitted a brief outlining our objections to 
the legislation then before the committee, which culminated in the 
passage of Public Law 381, from which law the Congress in its wisdom 
did exempt and did not include service establishments under which 
category the theaters would come. 

I do not believe that any language in any enactment of Congress 
can change the constitutional precept that Congress may legislate on 
matters that affect the commerce between the States, and I do not 
believe that the inclusion by the Congress of establishments who are 
not, and I quote: 

Industry engaged in commerce, or in the production of goods for commerce, 
or in activities affecting commerce, could apply. 

We manufacture nothing. We consume nothing. We deal in 
lights and shadows, and sounds. We do nothing affecting interstate 
commerce. 

I believe that the question of setting up a minimum wage for an 
intrastate industry is the prerogative of the States, and in fact, in 
very recent years, several States have set up minimum wages for their 
States. 

There may be others, but I know of recently enacted minimum wage 
laws for the States of New York, Wisconsin, Connecticut, Massa- 

chusetts, New Hampshire, New Mexico, Idaho, and Wyoming. 

Please note that in these minimum wage laws, the State legislators 
have given consideration to the theaters’ problems within their borders 
by setting up the following as minimum wages for the theater em- 


ployees: Centa 


New York . : 50-70 
New Hampshire eh : 60-75 
Connecticut ; pieeabieooet ; 60-75 
New Mexico : ; . : ; _ 60-75 
I nai ah eels hae ena — 75 
a hs os ‘ 75 


Wisconsin ji 60-70 
aa a ee arly 60 

You will note that your own State has a minimum-wage law, and 
I have a digest of it here, if the committee wishes to receive it. 

Senator Kennepy. Do you want to present it for the record? 

Mr. BrytawskI. No; not necessarily, no. But I do want to point 
out that in the provisions set up by States there is no provision for 
a 40-hour week, or overtime provision on weekends, in which the 
theaters are vitally interested, because we are a weekend business. 

I have little to add to my statement of last April, and will not 
repeat it, but I would like to request that a copy of that statement 
which I wil] leave with the reporter be included in the hearings, 
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although some points in the statement are not pertinent to the legisla- 
tion under consideration. 

It was with considerable embarrassment and shame that last year 
I had to plead before this committee the poverty of a once proud 
industry, the exhibition of motion pictures, and their inability to 
absorb the extra cost that their inclusion in these minimum wage 
amendments would entail. 

I had hoped that when I came before you again I could report some 
improvement in our financial position. It is true that in the early 
summer of last year the motion-picture theaters did have an upsurge 
in attendance, and we had a comparatively successful summer season ; 
but, unfortunately, it was short-lived, and died on Labor Day with 
ft resumption of-the winter season of improved television attractions. 

Unfortunately, also, the fall recession in motion-picture attendance 
went far below even the floor of the preceding fall. 

The last 6 months has been beyond question the poorest 6 months 
that the motion-picture business has ever experienced. It has been 
marked by countless closings of motion-picture theaters throughout 
the country, particularly in the small towns and hamlets where the 
closing of their motion-picture theater in that town represented a real 

calamity not only to the exhibitor who may have had his all in the 

Stale and mortar in the theater buildings which can be used for no 
other purpose, but the more serious catastrophe was to deprive the 
residents of these towns and surrounding communities of the cultural, 
educational, and relaxing entertainment which is the mission of the 
motion-picture industry everywhere. 

In places, in many of these places chambers of commerce and local 
merchants have banded together to keep open or to reopen these dis- 
tressed theaters, for without their attraction the economic life of the 
whole community must suffer, and the forcing of their local citizens 
to go to other and larger towns for their picture entertainment repre- 
sents a real loss to their community. 

Curiously, in a Chicago paper there was a list of several towns that 
had just recently done that this week, the towns had gotten together— 
the merchants—and realized what the closing of the theater meant to 
their community, and they are subsidizing a reopening of the theater 
themselves, because it means so much to the town. 

The fact is, gentlemen, that the entire motion-picture-theater indus- 
try, even in our largest centers, is balanced so delicately on the knife- 
edge of survival that the smallest expense could throw the balance the 
wrong way. 

I would like to include in the record the Movie Market Trends, re- 
leased April 10, 1956, from Sindlinger & Co., noted trade cual, 
which ce graphically the cost of motion picture exhibition of the 
last 6 months, to bear out my st: ty ment. 

This graph in the past 26 weeks shows a 20.2 percent drop in attend- 
ance below last year, week by week, and n nonth by month. 

The Federal admission tax collections for the past 6 months were 
30400,000 as compared to 38,900,000 for the same period last year, 
or a decline of 21.9 percent, me aning that we took in even less mo ney 
than the attendance drop would indicate. 

I think the last paragraph of this report tells the distressful story, 
and I quote: 
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UNivTep Staves THEATERS Now Op: 


Based on the performance of the past 26 weeks, Unite l i 

nsolidated basis, with a net gross on admissions of S4047 llion and expenses 
of $412.6 million, have been operating in the red during the last 6 mnonths by 
\.1 millions of dollars. Nevertheless, they paid 830.4 1 { 
during this period. 

We seem to be like the frog that climbed 2 feet 
dropped back Z feet, plus, each tight. Kvery 
lee per and deeper ih the hole, and | do not kno 
of it. 

Now, the lnportance of keeping the motion picture 1 dustry alive 
cannot be overestimated. Its contribution to the culture and morale 
of our population has been recognized by the administratio 

ountry throughout the vears 

During the war vears we were honored | 
contributions to the success of our endeavors. 

‘The Conmerce Department Says that the motion pictures are the 
best salesmen for our Nation’s woods. State Department praises Us 
for the pictures we sent abroad that show our prosperous, high stand 
ards of living under our capitalistic system, and the motion-picture 
ndustry to survive needs the revenue from every city, to 
iamilet in these United States. 

It is an American invention. It is an American industry. It has 
an investment of $3 billion in 18,000 theaters. 

it employs 150,000 people, with an annual payroll of over $300 mil 
hon, and does a gross business, even in these distressful times, of over 
$1 billion a year. 

We must not legislate this great American institution out of bus 
hess, 4 
Mr. Chairman, I listened to the preceding speakers, and 1L heard 
your remark about the handicapped people. 

As it hi appens, I happen to be a member of the Executive Committee 
of the President’s Committee for the Employment of Handicapped 
People. I have served on it for many years. 

[ would like to tell you, sir, that there are over 214 million handi- 
capped people in gainful employment in the United States. It isn’t 
such a small percentage of the population as you think. 

Senator Kennepy. Is it your point that this 21, million, because 
they ure handicapped, have produc tivity that 1s so “mu ch lower than 
any other people— 

Mr. Brrtawski. No, sir. 

Senator Kennepy. They find it easier to exist on less than $1 an 
hour? 

Mr. Brytawski. We don't take that position at all. 

We fight constantly to see that they are recompensed according to 
existing statutes, but we do have quite a few of them that can’t go into 
mechanical employment, and even though the sums they might earn in 
these underpaid industries is very, very helpful, and keeps them off 
your public rolls. 

| im to thank you for the privilege of this appearance. I hope you 

will give your plea the same consideration that you gave us last year. 

I would also like to ask if you can spare a few minutes pardon me. 

I clidn’t mean to interrupt. 
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Senator Kennepy. We were wondering whether you had any figures 
on what percentage of these theaters had a voluine of over $500, 000 a 
year. 

Mr. Brytawsk1. I can give you that pretty much from my statement 
last year, because in previous legislation there was considerable dis- 
cussion on chain theaters in competition with nonchain theaters, or 
with smaller independent chain theaters. 

I think I can give you that. No, 1 don’t see it, but if you wish, | 
will submit for the record a record of all of the chain theater opera 
tions in the United States. 

Senator Kennepy. That will be helpful. 

Mr. Brytawsk1. I have those figures in my office, and I will get 
them up and send them to you. 

Senator Kennepy. Good. ‘Thank you. 

Mr. Brytawski. Now, Mr. Claude Mundo, Mr. Chairman, flew in 
from Montana last night, to be present at this hearing. I had asked 
that he be heard in my prev ious letter. 

Could the committee spare him just a few moments / 

Senator Krnnepy. Yes. Perhaps he could summarize lis state 
ment, and we can place it in the record. 

Is he here ¢ 


STATEMENT OF CLAUDE MUNDO, ADMINISTRATIVE THEATER 
ASSISTANT, THEATRE OWNERS OF AMERICA 


Mr. Munpbo. Yes. Jam Claude Mundo. 


My position is executive, or administrative theater assistant to the 


‘Theatre Owners of America. 

This group represents, 1 would say, 90 percent of the theaters under 
this organization, who are operators of 10 theaters or less. 

This tour that I have made through the country hasn’t been too 
extensive at the moment, but because of my former position as an 
owner and operator of an average theater in Little Rock, Ark., 1 feel 
that | am in a pretty good position to maybe not answer all the ques- 
tions, but having been there myself, 1 know wherefor these people 
speak when they are speaking ot people who operate theaters or oper- 
ate a business and employ people, certainly, like kids that go to schoo! 
and colleges, and family operations of theaters—not just that they 
own the theater, but the fact is that a theater belonging to a friend of 
mine, for instance, who lives in Mississippi and has theaters in both 
Louisiana and Mississippi, he will have the manager of the theater 
not only be the manager but he is also the operator, ‘and his wife is the 
cashier, and they hire a janitor and 2 or 3 high-school kids to work. 

Certainly, they are way below this minimum. 

Senator Knnnepy. Mr. Mundo, the total sales last year were about 
$430 million, and there are how many theaters‘ ‘Ten thousand ¢ 

Mr. Brytawski. There are 18,000. That was for the last 6 months, 
Jast year it was well over a billion dollars, sir. 

Senator Kennepy. The point I am trying to get at is what per- 
centage, for example, the type of theater you just talked about, what 
would be their percentage of sales? 

Mr. Munpo. Some theaters will gross $10,000, up to $35,000. That 
is by an individual small theater. 
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Collectively, this friend of mine, for instance, I think he has about 
LU theaters. I don’t know what the overall volume would be. 

Senator Krnnepy. Of course, these individual theaters with that 
volume would be exempt. It would have to be a pretty good sized 
theater to have a volume of over 500,000. 

Mr. Munpo. Well, I think so, yes; except that I think all these 
things brought out here this morning, it is not so much what effect 
it has on this or that place, one theater or one group of small 
theaters—small group of theaters—but the effect it would have on 
him in connection with having it affect another theater in that par- 
ticular town 

Senator Kennepy. If you take the admission to these places, which 
might be 75 cents—well, I don’t know what prices are in the smaller 
towns—to get a $500,000 volume you would have to have a great 
volume. 

Mr. Brytawsk1i. Mr. Chairman, I think the language of the bill 
says that any employer in any retail or service establishment, but an 
employer having more than five houses, having a total value of sales 
of so much. 

This man is the owner of a theater. He would do quite well to do 
under $500,000, but individual theaters in a chain can do much less. 

Senator Kennepy. We are talking about particular minimum 
standards set. One was $500,000. 

I think concern has been expressed about these small theaters. I 
think when you get into a chain of 15 or 20 theaters, perhaps they 
can afford to pay. 

Mr. Bryiawskr. Not if they did under $500,000, which was divided 
among 20 theaters. That brings it down pretty low. 

Senator Kennepy. Do we have any material, or do you have any 
material you would like to file, Mr. Mundo? 

Mr. Munno. No; I just have a few remarks about conditions exist- 
ing everywhere w hich are as Mr. Brylawski has said. The theaters 
are just not in the picture as we once were, or as we once knew them 
to be back in the day when we were independent theaters, but as to 
today—and that includes all of them. All of them are included in 
this—of sitting on this knife edge. And I mean all of them, includ- 
ing the biggest, the largest to the smallest 

I might even mention that in a mailing which we do twice a month 
out of New York, just before I left 10 days ago we had 5 returned, 
and it was pitifully marked on this, the 5 theaters were out of business. 

Senator Kennepy. Now, would that be part of a chain, or would 
that be individuals ’ 

Mr. Menno. I didn’t look at that point. It could be either. 

Senator Kennepy. Possibly if we could get figures on how many 
Cote 's individually owned in the United States show a percentage, 
hat would be part of the answer, and if so, the percentage of chains 
eae with ¥ or 3, or 4 or 5 theaters. 

Mr. Brytawskt. I can give you that, sir. 

Chain theaters in the United States, approximately 5,600 out of 
the 18,000. 

Senator Kennepy. So the rest are individuals ? 

Mr. Brytawskt. The rest are individuals. 

Senator Kennepy. Of these approximately 18,000, you say ? 

Mr. Brytawski. Yes, sir. 
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Senator Kennepy. And of these approximately thirteen thousand. 
odd that are individual theaters, what percentage of those do you 
think would do over $500,000 / 

Mr. Brytawsk1. A fraction of 1 percent. 

Senator KenNepy. So that what we are really talking about is 
5,600 that are in chains. 

Mr. brytawski. Even they don’t apply. 

As I just mentioned, I can recall a chain of theaters that has 101 
theaters, and with their total gross, those theaters won’t average over 
$25,000 apiece. 

Senator Kennepy. The point I am trying to get at is what we are 
talking about with regard to the problem of the theaters is only about 
10 to 15 percent of the total number of theaters. In fact, less than 
that. 

Mr. Brytawskr. About 12 to 15 percent. 

Senator Kennepy. Yes. 

Mr. Brytawski. But, Mr. Chairman, as I pointed out, we are 
much more concerned about the working conditions than we are about 
the minimum wage, much more concerned. 

The average pay of our employees is far in excess of $1 an hour, 
even in some of the small theaters, because our technicians get fab- 
ulous salaries but the fact that they are held to 40 hours a week under 
this thing, with overtime over 40 hours, that is the crux of the 
matter, because as I said, we do our business, we do 60 percent of our 
business on Friday, Saturday, and Sunday. And it is that week-end 
that this would hurt. 

Senator Kennepy. Would you support the $1 minimum if you 
were exempt from overtime / 

Mr. Brytawski. | should certainly love to see us exempt from 
overtime, sir. 

Senator Kennepy. Would you support the $1 minimum? 

Mr. Brytawskr. You mean me, myself, personally ? 

Senator Kennepy. Speaking for your agency. 

Mr. Brytawskr. I haven’t power to speak for my agency, sir. 

Senator Kennepy. Thank you very much. 

Mr. Brytawski. Thank you, Mr. Senator. 

(Whereupon, at 12:20 p. m., the hearing adjourned.) 
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FRIDAY, MAY 11, 1956 


UNITED STATES SENATE. 
Com™Mrrree on Lapor anp Purnic WELFARE, 
SUBCOMMITTEE ON LABor, 
Washington, D.C. 

The subcommittee met, pursuant LO adjour! ment, at 10 a. m., in 
oom P-63, the Capitol, Senator Paul H. Douglas (chairman) presid- 
ing. 
Present: Senators Douglas, Kennedy, and Goldwater. 
Also present: Stewart E. McClure, staff director; John Forsythe, 
neral counsel; Michael J. Bernstein, minority staff director. 
Senator Dovucras. The subcommittee will come to order. 

The chairman wishes to apologize to the witnesses for being late 
this morning and to express his appreciation for wal iting for him. 
The N: tional Association of Manufacturers, since it takes no pos! 
on on these bills, has relinquished the time which the subcommittee 
itTered it to Otto Christensen, executive vice president of the Min 
nesota Employers Assoc iation, to present views of employer groups 

rom 11 Midwestern States. 
Weare very glad indeed to have you, Mr. Christensen. 


STATEMENT OF OTTO F. CHRISTENSEN FOR THE MINNESOTA 
EMPLOYERS ASSOCIATION 


Mr. Curisrensen. Thank you, Senator. 

My name is Otto F. Christensen, and I am executive vice president 
of the Minnesota Employers Association, with offices at 1600 Pioneer 
Building, St. Paul, Minn. 

We have laid before you and the other Senators who are on t! 
subcommittee a statement. And it is not my purpose to bore you by 
reading the entire 14 pages. But I would like to go through it and 
comment about it in certain portions of it to you. 

Senator Doucias. You can feel free to read the whole statement 
if you care to do so. 

Mr. Curistensen. I will read certain portions of it then; and 
ank you. 

I am speaking for the 12 associations who are enumerated there. 
hese 12 associations re presenting management or business in various 
vays in their States, who have given special study and special atten- 
tion to the subject that we are talking about this morning. 

And we have collaborated—and not only have we collaborated be- 
tween the associations, but we have consulted with some of the top 
men in the field. And this is an effort to tie together for the commit 
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tee, not a pure retailers’ statement as the poapene legislation would 
affect not only retailers but the service industries and manufacturing 
in an overall picture. 

The first 7 associations listed on page 2, together with our associa- 
tion are associations who are ec in general, as described on 
page 1. 

And our membership consists, not only of manufacturers but of 
mining companies, hotels, insurance companies, trucking companies, 
banks, ane and dry cleaning establishments, and retail stores. 

For example, i in Minnesota, of our 1,625 companies who belong to 
the association and who maintain it, about 800 of them are employers 
of 50 or more, and about 800 are employers of less than 50. 

And in our association there are retail stores ranging from all of 
the largest in the State to hundreds of the smaller ones, together with 

[acalec terete ihn and dry cleaners, trucking companies, and so forth. 

We are not a lobbying outfit, Senator, we are engaged in many other 
fields in servicing industries. And this is the first time in my life that 
I have ever appeared before a congressional committee. 

Senator Douetas. May I say that lobbying is an honorable indus- 
try and ought to be pursued. 

‘Mr. Curisrensen. That is correct. And, of course, a lobbyist is a 
man who appears on the other side. 

But what we do principally is to disseminate information regard- 
ing the laws and rules which are already in effect so that our em- 
ployers may know how to comply with the laws and to engage in 
research, to specialize in workmen’s compensation and unemployment 
compensation and to select employer representatives for various posi- 
tions and to encourage the development of safety programs and to 
engage in a broad public relations program, and in a very narrow 
field, principally in industrial relations, workmen’s compensation, 
unemployment compensation, and personnel practices affecting wages 
and wage classification, and the classifying of labor in various fields 
to operate as a clearinghouse and as a source of information for the 
many smaller companies who cannot afford to maintain full-time staffs 
in that field. 

Now, the Associated Industries in Nebraska, Kansas, Oklahoma. 
Florida, Arkansas, Georgia, and Washington operate substantially 
in the same manner. And all of them have given a great deal of at- 
tention to your proposed legislation which is before your committee. 
And then the Michigan Manufacturers Association, the Associated 
Industries of Maine, the Mississippi Manufacturers Association, and 
the California Manufacturers Association have men or departments 
who have been studying this legislation for a long time. 

Into this statement also has gone the thinking of a number of chain- 
stores, retail stores, large department stores, and other organizations 
in the country. And what we propose to do with this statement is 
mail it to the 18,000 companies who are represented by these twelve 
associations as a 14-page statement of the considered thinking of these 
twelve associations. And if it would be proper we would appreciate 
it if either you or Senator Goldwater or any other member of the 
committee might add any comments or criticisms or any suggestions 
to it which we would include when we mail it to our 18,000 companies 
around the country. 
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The first nom that we have made in the statement is one which I 
am sure has been called to your committee's attention many times. And 
that is that —— of retail and service industries’ wages and oe 
are pec uliarly: a local problem. 

We point out that 3 is was recognized by the Congress when the Fair 
Labor Standards Act was considered and passed in 193 

We say that the solution of a local problem cannot = found at the 
Federal level: and to attempt to do so only makes for confusion and 
disputes and trouble. 

We quote President Roosevelt who, in 1927, when this legislation 
was being considered said— 

There are many purely local pursuits and services which no Federal legis- 
lation shall effectively cover. 

We quote from Senator Black who later, of course, became Justice 
Black, and who was the sponsor of the legislation in the Senate, when 
in 1938 he said— 

Susinesses of a purely local type which serve a particular local community and 
which do not send their products into the streams of interstate commerce can 
be better regulated by the laws of the communities and of the States in which 
the business units operate. 

The retail and service industry exemptions were written into the 
law in 1938 because those businesses were deemed to be local business. 
This is still true. There is nothing that has occurred since 1938 which 
should change the thinking of people concerned with this. 

The retail store is essentially a local business, subject to local 
ditions. 

The retail stores in one State do not compete directly with retail 
stores in other States or in other cities, nor even with each other in 

he same cities. It is evident that very few, if any, of the retail and 
service trades establishments serving ‘the hina ate private consumer 
render their service beyond a very limited area well within the confines 
of asingle State. 

In fact, the overwhelming majority of such establishments are con- 
fined to areas of only a few blocks in a single city, town, or village. 
They are neighborhood businesses which draw their customers and 
recruit their employees from their own neighborhoods. Moreover, it is 
commonly known that the current trend is increasing toward develop- 
ment of the neighborhood shopping centers and in the neighborhood 
business centers where small shops and business places cluster in a few 
blocks in the residential areas of large cities and suburbs and small 
towns and villages. The huge department store located in the loop 
of a large city is giving way rapidly to the small shops in the neighbor- 
hood business centers. 

In my own State this is being dramatically demonstrated. In the 
last 10 years at least 4 department stores have gone out of business in 
St. Paul alone, and at least 14 substantial neighborhood and suburban 
shopping centers have sprung up. 

Every time I drive around the residential area from the loops of the 
three largest cities in Minnesota, I see new shopping or business centers 
in operation or in process of construction. I have only to look at the 
department store sales reports published by the Federal Reserve Bank 
to see the effect of this trend in Minnesota. 

Few if any of the small neighborhood stores report to the Federal 
Reserve, but all of the largest department stores do. Yet the most 
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favorable reports show retail sales for the three largest cities barely 
equalling the 1947-49 average. 

For example, the Fede1 ‘al Reserve Bank reports that department- 
store sales in March 1956, which include Easter sales, were 9 percent 
below the 1947-49 level in Duluth and Superior, 7 percent below in St. 
Paul, and only 3 percent above in Minneapolis. In contrast sales which 
include more retail stores were 12 percent above the 1947-49 level in the 
Ninth Federal District as a whole, 17 percent above for the city stores 
and 5 percent above for the country stores. 

I would like to interject there that one of the new movements that is 
taking place all over the Middle West, and I am sure it is taking place 
in other parts of the country, is that the loop stores are so concerned 
over the development of these suburban business districts that city 
after city is putting in some type of “save the loop” organization. 

Stores are combining together to create a new type of organization. 
It is called Downtown Stores, Inc.; or it is called something. And city 
after city is lositig so much business to the suburban areas that the loop 
stores are deeply “disturbed about it and are t: aking steps to encourage 
business to stay in the loops of the various cities. “And this is h: appen- 
ing in practically every large city in the Middle West, with which I 
am most familiar. And, I am sure it is happening throughout the 
country. 

Few of even the largest department stores and supermarket food 
stores in the largest cities serve customers living outside the State in 
which those stores are located, and such customers comprise a very 
small and irregular proportion of all of the customers served by. those 
stores. 

It has been demonstrated repeatedly that the wages and retail and 
service trade establishments pay and the working hours they maintain 
have very little effect, if any, in interstate commerce, and much less on 
the wages and hours of work in effect in business establishments located 
in other States. Neither do they materially influence the prices of 
merchandise or the costs of manufacturing and distribution. In fact, 
the converse has been demonstrated to be true; namely, that the wages 
and hours of work in trades and businesses exempt from the Fair 
Labor Standards Act are strongly influenced by the wages and hours 
in effect in those firms which are covered by the act. 

As you Senators well know, retailers, ‘large and small, are not the 
dictators of their wage policies. Their wage level is controlled by 
the wage picture in their local community. 

To pay less would leave them only with their poorest employees. 
No retailer could possibly keep a st: aft of good employees at wages 
below the going rate in his community. And no retailer can pick up 
his operat on and move it bodily to a region of lower labor costs, 

Those of us who represent a cross section of industry and business 
are impressed with the local nature of retailing and service industries. 
Retail trade, according to the 1948 business census, includes more than 
50 kinds of retail stores as widely different as supermarkets, grocery 
stores and lumberyards, corner drugstores and chain variety stores, 

candy stores and gasoline service stations, jewelry stores and 
ice dealers, music stores and feedstores, florists and coal, and fuel oil 
dealers, newsstands and farm implement dealers, gift novelty and fur- 
niture stores on the one hand, and household appliances stores on the 
other; custom tailors and secondhand stores, restaurants and book- 
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stores, liquor stores and milk dealers, It ranges the whole gamut of 
the community. 

Service trades include barber and beauty shops, laundries, clean 

gy and dying plants, funeral parlors, diaper services, photographic 
studios, shoe-repair shops, shoeshine parlors, hotels, sign-painting 
shops, turkish baths, vermin-exterminating services, advertising agen 
ies, window-cleaning services, coin-vending machine eo and 
< rental, court reporting g, auctioneers, detective agencies, parking lots, 

lacksmith shops, motion-picture theaters, racetracks, golf courses 
welding shops, watch-repair shops, bowling alleys, consumer-credit re 
porting agencies, swimming pools, blueprinting shops, dancehalls, 
football and baseball clubs, employment agencies, tourist courts and 
sumps, and armature rewinding shops. 

The 1948 Business Census reports 1,770,000 retail trade establish 
ments, and over 665,000 service trade establishments in the United 
states. 

The retail trade is reported to employ 6,868,853 paid employees and 
the service trades 2,099,692 paid employees. In retail trade at least 19 
percent of these paid employees did not work a full workweek and in 
the service trades, exclusive of amusements for which data is not 
ible, at least 11 percent worked less than a full workweek. 

The currently exempt retail and service trades employ a very high 
proportion of women and minors who are predominately secondary 
wage earners that is dependent wives, children and other relatives of 
primary family wage earners. 

The 1950 census reports that more than 37 percent of retail store 
employees are women; more than 49 percent of hotel employees are 
women and more than 67 percent of the employees of personal service 
establishments are women. 

In contrast only 25 percent of the employees of manufacturing firms 
are women and only 151 » percent of employe es of tr: insportat ion, com- 
munications and public utility establishments are women, 

Ms any wena n employees work only part-time, from a few hours in 
i day or 2 a month to 4 or 5 hours d: uly, their working schedules being 
sweeten to fit in with their home or school activities. 

The 1948 Census of Business reports that all retail stores some 1,770, 
000 of them, employ and average of less than 4 paid emplovees per 
store and that at least 19 percent of those paid en iployees, or about 1 
out of every 5, works less than a full workweek. Hotel s s employ an 
average of less than 131/ » paid employees each and over 13 percent or 
more than 1 out of every 8 of those employees works less than a full 
workweek. Barber and beauty shops average less than 1 paid emplovee 
per shop and 1 in every 7 paid employees does not work a full week. 

We also find that more than 6 percent of all retail stores employ no 
paid employees; over 16 percent employ only 1 and nearly 27 percent 
of those paid employees work less than a full week. Only 3.764 of 
the 1,700,000 retail stores, or barely .002 of 1 percent of all ret: i stores 
employ 100 or more employees and 75 percent of all retail stores em 

ploy less than the all-store average of 4 paid employees per store. 
C learly retail stores are not mass employment businesses and are not 
to be Iumped-in with mass employment industries in efforts to cure 
economic and social maladies. 
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The 1948 Business Census reports a total of 665,475 service trades 
firms. ‘Those employed an average of less than 3 employees per firm. 
Again we have something short of mass employment and equally in- 
comparable with the mass employment industries. 

Several of the fundamental differences between the principal estab- 
lishments which are exempt from the Fair Labor Standards Act and 
to which extension of its coverage is being contemplated, namely es- 
tablishments engaged in retail and service trades, are apparent. Their 
primary functions are rendering services to individual consumers, cus- 
tomers or patrons. In other words, the work of the majority of their 
paid employees consists of waiting on the trade. 

This work requires relatively little effort, skill or training compared 
to the work of production employees in mining, milling, manufactur- 
ing, transportation, and communication industries. The work is per- 
formed, as has been mentioned, in substantial portion by women and 
minors who do not work full time. Such employees are not able to 
accept full-time employment and either want nor are qualified for 
higher-paid, ee work. They work as sales clerks, stock 
clerks, elevator operators, waitresses, bellboys, busgirls, dishwashers, 
chambermaids and minor clericals in unskilled or low-skill, minimum 
effort, menial, service and clerical work. These are employees to whom 
the Fair Labor Standards Act was never intended to apply. 

Their compensation is very different from that of employees in most 
covered industries. In addition to cash wages and commissions they 
receive a variety of compensation which is available to few, if any, em- 
ployees in covered industries. This additional compensation includes 
tips, free meals, free working clothes, free housing and a variety of 
personal services such as beauty parlor services, laundry, clothing main- 
tenance, and repair. Many receive substantial reductions from the 
prices paid by the public for merchandise and services which the em- 
ployees buy for themselves, families and even friends. They have 
special priority access to reduced-price merchandise, special values, 
special merchandise, and services which are not available at all to the 
public or are available only after the employees have had “first choice. 
They have special employees credit and time-payment benefits which 
are more liberal and more favorable than are extended to the general 
public. These forms of direct and indirect compensation in addition 
to cash wages increases the employees buying power and economic 
status far beyond its calculable monetary cost or value. 

An important difference between retail and service trades ana te 
so-called production industries is that in the trades employees seldom 
add to the value of the commodities sold. Commodities are not cre- 
ated out of raw materials. They are either sold in the same form as 
they were bought from the manufacturer for resale to individual eus- 
tomers or they are consumed by the firm in the course of rendering 
service to customers. i 

Senator Doveras. Are you saying that retail trade is unproductive! 

Mr. Crmusrensen. No, sir, I am not, sir. But I am saying that 
they do not add to the value of the finished product as it comes to 
their store. But they are very productive to the economy of the 
Nation, and they are possibly as important as any one segment that 
can be named. 

Senator Doveras. I would say that if they are important and pro- 
ductive, they add to the value. 
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Mr. CuRIsTENSEN. By the service they render? 

Senator Doveias. That is right. 

I mean to enter a defense for retailing against the reflections which 
you have made upon it. 

Mr. Curisrensen. In effect the proprietors of firms engaged in 
service trades rely on little more than the tips their customers are 
willing to pay for services rendered, rather than on created value of 
fabricated goods. The point I am trying to make, Senator, is that 
they do not fabricate goods. They don’t put two things together and 
arrive at something else. The value they are to society and to the 
community—and it is a tremendously important one as I shall later 
point out, and probably as tremendous an effect upon the economy 
as any one group you can name—is the service that they render of 
waiting on the trade and taking care of people even to the point, so 
far as the stores are concerned, of having to be there to see that theft 
and pilferage don’t take place which would ultim: utely cost the public 
coud more money if stores were not regulated by their great service. 

pamaiee Doveras. I don’t mean to make a long argument on eco- 
nomic theory, except to say that I think you are t: aking a ver y material 
istic view of production. There are also time and place utilities, and 
all production is the act of utilities. 

I would say that they are productive workers. They create utilities. 

Mr. Curistensen. Thank you. 

I am informed that minimum wages prevalent in the retail and 
service trades in the large cities in Minnesota and in the other States 
for whose associations I speak are currently about 75 cents per hour 
and in the small towns and villages throughout the State range around 
60 to 70 cents. These are the wages paid to the least skilled, least 
exper ienced, least productive employ ees. Most of such employees are 
housewives and high-school boys and girls who work part time some 
times just to break the monotony or to get the advantages of employee 
merchandise discounts for themselves and their families. They are 
not prime wage earners. Their earnings are their “pin-money,” 
“pocket-money”’ and “fun-money.” 

In contrast to these minimum wages, the average hourly earnings 
of the regular employees in these trades are well above $1 per hour, 
and the earnings of skilled employees range up to $2 and $3 an hour 
and higher. In fact, they equal and often exceed w ages paid com- 
par able workers in covered industr y: 

The proposed legislation would force retail stores to make drastic 
changes in their employment practices. At present hundreds of 
thousands of retail-store employees are high-school students, col- 
lege students, older women, physically disabled people, and_part- 
time workers. The retail store is virtually the only place in the 
local community where such persons have been able to find congenial 
employment. With the higher wage cost which would result from 
the proposed legislation, most of these employees would be eliminated 
in favor of full-time workers with a higher degree of efficiency. 
The effect on the public would be to deprive customers of the services 
of those people who mostly “serve by only standing and waiting” 
or would raise the cost of merchandise. 

Senator Dovetas. I notice you have eond statement “serve by only 
standing and waiting” in quotation marks. I take it that this is 
from Milton’s “On His Blindness.” 
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Thousands at His bidding speed and post o’er land and ocean without rest :-— 
they also serve who only stand and wait. 

Mr. Curisrensen. | bow in respect to the Senator’s knowledge of 
literature. 

If the wages and hours of retail stores need regulating, this should 
be done at the State level where the complexities of local conditions 
can be appraised and solutions found which are equitable and not 
discriminatory. 

These conditions cannot be appraised or brought into balance by 
a single national Federal standard. If the standard is high enough 
to fit the conditions in a high-cost community, it becomes ridic ulous 
in the low-cost community. 

To a great extent the States have recognized the need to regulate 
wages and hours. ‘Twenty-six States and the District of Columbia 
already have enacted minimum-wage laws. In these States it is note- 
worthy that local conditions are given consideration by the estab- 
lishment of higher rates and shorter hours in cities than in smaller 
communities. 

In our State of Minnesota where we have a State minimum-wage 
law relating to women and minors, 4 separate series of hearings and 
procedures and orders are made from time to time in 4 different 
types of business, because it is recognized their situations require 
different action. 

One order applies to launderers and dry cleaners, a different order 
to the amusement industry, still a different order to hotels, restau- 
rants, and housekeeping and a fourth order to retailing. 

The third order above referred to covers such widely different 
employments as hotels, restaurants, resorts, hospitals, motels, and 
office buildings and the State industrial commission has great difficulty 
in joining even those housekeeping occupations in one order and doing 
equity to the employees and employers involved. 

Not only is it judicious in Minnesota to handle the matter in four 
separate procedures, but the orders break such business group into four 
population zones or groups. The orders direct 1 rate for cities over 
50,000, another 1 for cities from 10,000 to 20,000, another for cities 
from 5,000 to 10,000 and a final order for areas under 5,000 in pop- 
ulation. 

In other words, we find in Minnesota—and I am sure it must be true 
in every State—that a minimum wage that is needed in Minneapolis 
would be something ridiculous wp in the iron-ore country or up in 
the resort country or up in the woods. And contrariwise, if we had 
& minimum-wage order that applied to cities such as Winona and 
Rochester and St. Cloud and Albert Lea and Austin and Mankato, it 
would be completely out of line, up on the north shore where the peo- 
ple are mostly independent woodsmen, and so forth, and where there 
is only an occasional country store at a crossroads. Even though we 
have these types up in Minnesota and even though we are divided 
into four groups of businesses and even though we divide each busi- 
ness into four population zones, even then, many inequities result. 

A Federal order blanketing them all would lead to confusion, in- 
e quit V; and in m: ny instances pure disaster. 

Senator Doveras. You are in favor of State minimum-wage laws? 

Mr. Curtstensen. Yes: I prefer them to a Federal law, because | 
feel they are closer to the understanding of the problem in each State. 
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| approve personally and | emphasize that this is a personal view 
point—of a State minimum-wage law. After studying the situation 
in the State and working it out on a State level, each State knows its 
own problems. 

Senator Doveias. And you appreve of it making its own regula 
tions ¢ 

Mr. Curistensen. Yes, sir. 

Senator Doucias. And your association approves of that / 

Mr. Crristensen. Yes. We have no objection whatsoever to ou 
State minimum-wage law. 

Senator Doucias. That is, you may have an objection to individual 
orders. 

Mr. Criristensen. Yes, 

Senator Doveras. But not tothe law itself ¢ 

Mr. Curistensen. Yes: with the philosophy of our law we have 
no quarrel, 

Even State by State wide differences in situations exist that point 
out that individual States can better meet the problem than the Fed 
eral Government. I can illustrate it by the telegram I received last 
Wednesday from the Associated Industries of Oklahoma stating then 
desire to join in this statement. It was as follows: 

OKLAHOMA City, OKLA., May 2, 1951 
Orro F. CHRISTENSEN, 
Executive Vice President Minnesota Employers’ Association, 
St. Paul, Minn:: 

You are hereby authorized to represent the Associated Industries of Okla 
homa. An organization of 800 members, some of whom are now covered by 
wage-hour laws and some who are not. At a meeting yesterday in Oklahoma City 
with the retailing and servicing groups we have developed that of the 500,000 
plus people engaged in nonagricultural employment more than 200,000 are char 
acterized as handicapped workers, part-time employees, students, and other 
engaged in retailing and servicing not now covered, and because of the con- 
tinuing drought in Oklahoma for the past 3 years, and the past economic posi- 
tion of the State, we think that the Federal Government is ursurping certain 
State rights in any national-wide rigid treatment of these marginal workers as 
indicated can fit into the economy of Oklahoma with job opportunities of the 
determination of wages and working hours is left with our State legislature. 

Moreover, this is primarily an agricultural State so far as wage hour is con 
cerned, and our peaks and valleys of employment are determined by weather 
and prices, and we are not in economic position at this time to withstand the 
rigidity of Federal control of either selected farmworkers, servicing, retailing, 
or the existing nonexempt employees. The net result of unilateral action by 
Congress would seriously affect the general economy of Oklahoma, and it should 
be pointed out to the committee that aside from two metropolitan centers we 
are a State of small communities that are dependent upon weather and agricul- 
tural production, and which are competitive with more favored rainfall States, 
and the inclusion of the present nonexempt employees would have a devastating 
effect on the general economy of the State. 

J. O'CONNOR, 
Acting President, Associated Industries of Oklahoma. 

This is about all that we feel we are justified in putting into a state- 
ment to you, without making it too long, as to our first point. 

Our second point is the concern to which we feel serious considera- 
tion should be given, is the inflationary effect of extension of the act 
to currently exempt trades and businesses. 

We have already pointed out that nearly 9 million employees, or 
over one-seventh of the total 1}: ibor force of the United States are em- 
ployed throughout the Nation in retail and service industries. And 





204 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


certainly going back, Senator, to what you said a few moments ago, 
they are a tremendously productive group of people in America. 

The wage differential between unskilled, handicapped, disabled, 
part-time, and student employees on the one hand and moderately 
skilled and efficient help on the other would have to be continued. 

If Minnesota retail] and service trades are compelled to pay their 
least productive, least skilled, and least experienced employees one 
third to one-half more, they certainly must raise the wages for their 
skilled employees substantially. This would be true in every State, 
and would result in another inflationary spiral all through the retail 
business. 

It would be even more inflationary in many service industries. If 
clean, congenial, easy, pleasant work would pay $1 an hour as a mini- 
mum in retailing, and moderately skilled or skilled employees higher 
wages, then the worker would not care to work in a hot laundry iron- 
ing clothes, or work in a kitchen, or in many other types of service 
industries without wages correspondingly higher in the service indus- 
tries rather than in retailing or easier work industries. Not only 
would inflation operate within a type of business, but it would spiral 
between types of businesses. 

And finally the residual effects on employment in manufacturing, 
and the occupations now covered by the law would be so severe that 
it is impossible to conjecture the results. 

The demand for wages by every union in industry would rapidly 
jump with every contract coming up for negotiation. Why should any 
worker work in industry if easier work pays so well? Physical de- 
mands in retailing are generally not as strenuous as in mass production 
or mechanized industries. In retailing there are intervals between cus- 
tomers when retail employees may relax. 

As a result, retail occupations are neither as fatiguing nor do they 
require the degree of intensity found in most other industries. 

And there again, to interject, I am sure that you have seen many 
assembly line productions, such as the automobile companies and oth- 
ers where the work is not hard, but a degree of intensity is required 
in manufacturing because they must stay with that assembly line 
every moment and never had a chance to relax. 

Thus if retailing should be blanketed under the Fair Labor Stand- 
ards Act, directly or indirectly, almost every industry in the Nation 
would be faced with maintaining the historical differentials between 
retailing, the service industries, and manufacturing. 

To predict the spiral of inflation that would result can only be a 
matter of pure conjecture. It cold disrupt the economy of the country, 
and would at best lead to confusion, inequities, and disputes in every 
field of business. 

Our third point is that without any Federal intervention whatso- 
ever, retail earnings in the past 10 years have increased at a faster rate 
than those of manufacturing, with a Federal minimum wage. 

In 1945 the average hourly wage earnings of manufacturing em- 
ployees were 29 percent above the average hourly wage earnings of 
retail store employees and the average weekly earnings of manu- 
facturing employees were 40 percent above the average weekly earn- 
ings of retail store employees. But in 1954 the earnings of retail store 
employees had risen so much more than the average earnings of manu- 
facturing employees that the average hourly earnings of manufactur- 





AMENDING THE FAIR LABOR STANDARDS ACT OF 19385 POS 


ing employees were then only 24 percent higher than retail store ave 

ive hourly earnings, and n nanufacturing employees average weekly 
earnings were only 25 percent instead of 40 pe reent higher than the 
average weekly earnings of retail store employees. 

St: ated another way, from 1945 to 1954 the weekly earnings of retat] 
employees 1 increased more than 80 percent while in the same - riod of 
time manufacturing weekly earnings increased only 61 perce: 

Senator Doveias. Now, your comparison is based on 1945 

Mr. Curistensen. It is based on the chart which appears on page 1. 
The source is the United States Department of Comunerce, Statistic: 
Abstract of the United States, 1954, table 246. 

Senator Doveias. We have had a staff report on this whole ques 
tion prepared. And on page 9 of that report it states ey a com 
parison of real weekly earnings in retail and manufacturing since 
1939 shows the situation of retail store employees has constantly 
worsened as compared with the employee in manufacturing: where: 
in 1939—and this is carried over on page 60—the earnings in manu 
facturing were only 5 percent higher than those of the worker in re- 
tailing. In 1954, the average production workers in manufacturing 
received a paycheck 25 percent larger than the average retail employee. 

Now, this comparison is in terms of 1939. And your comparison is 
in terms of 1945. But I would like to get these figures reconciled, be 
cause we want a common basis of facts. 

Mr. CrrisTensen. Senator, I will go back to our people and asl 
them to prepare that for me and I will mail it to you as chairman of 
the committee. 

Senator Doveias. I would appreciate that. 

I wonder if they also would be willing to go back to 1939. 

Mr. CurisTenseN. Yes, sir. 

(The supplementary material follows :) 

Following is the data Senator Douglas asked me to furnish to enable the com 

ittee to compare directly the information I submitted with certain information 
hich Senator Douglas said appears on pages 5 and 60 of some report fur 
shed by the committee’s staff. The data below carries the comparison of 
hourly and weekly wage earnings in retail trade and all manufacturing indus 
tries, appearing on page 11 of my memorandum, back to 1939, and are taken 
from reports of the United States Department of Labor appearing in issues of 
Statistical Abstract of the United States published in the years 1941, 1954, 


and 1955 and from data published by the United States Department of Labor 


in 
the Monthiy Labor Review. 
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Thus the increases in average weekly and hourly earnings have been: 


Retail trade All manufacturing 
| 


1939 1954 Increase, 1939 v4 Increas: 
percent i percent 


We kly 
Hourly 


19 Ff 


219.3 


In 1939, average weekly earnings in manufacturing were 38 percent higher and 
averace hourly earnings were 41.85 percent higher than in retail trade 

In 1954 average weekly earnings in manufacturing were only 25.97 percent 
higher and average hourly earnings were only 24.13 percent higher than in 
retail trade. 

Clearly, without any direct application of the Fair Labor Standards Act to 
Retail Trade, the average earnings differentials between employees in retail 
trade and in manufacturing have been very substantially narrowed. 

This is particularly true for the average hourly earnings, and this is of espe 
cial siznificance since the Fair Labor Standards Act provides for a guaranteed 
hourly minimum wage and not a guaranteed weekly minimum wage. 

Senator Douglas mentioned that a staff report “states that a comparison of 
real weekly earnings in retail and manufacturing since 1939 shows the situation 
of retail store employees has constantly worsened as compared with the em 
ployees in manufacturing.” 

I do not know, of course, the arithmetic by which the staff computed the “real 
wage” figures cited, but using a common standard method of estimating the 
equivalent “real wage” or “purchasing power” value of wages, that is by defla 
ting the current money wages by the index number of the prices of consumers’ 
goods and services published by the Bureau of Labor Statistics, I find that the 
“real wages” of retail trade employees have increased nearly a third more 
than the “real wages” of manufacturing employees since 1959. In actual figures, 
this standard statistical method shows that the “real wage” value of the average 
weekly earnings of employees in retail trade has increased 65.3 percent from 
1959 to 1954 where the increase for manufacturing employees was only 50.7 
percent. 

With respect to hourly earnings, the “real wage” value for retail trade em 
ployees has increased 65.3 percent but for manufacturing employees has increased 
only 44.6 percent. 

In terms of ratios, the “real wage” value of manufacturing employees’ average 
weekly earnings in 1939 was 3S percent greater and the “real wage” value of 
their average hourly earnings was nearly 42 percent greater than those of retail 
trade employees. But in 1954 manufacturing employees’ “real wage” average 
weekly earnings was only 26 percent greater and their average hourly earnings 
only 24 percent greater than those earnings of retail trade employees. 

I cannot see how it can be construed that the situation of retail store employees 
has worsened in any respect or comparison. Nor can I see any showing of need 
for extention of the Fair Labor Standards Act to retail trade. The above data, 
as well as many other facts, seem to demonstrate that Federal control of private 
enterprise through Federal legislation tends to depress rather than stimulate the 
economic welfare of employees in private enterprise. 

May I also submit some additional information bearing on other aspects of 
the matter in which Senator Douglas indicated the committee is particularly 
interested. My information derives from the Operating Results of Departmen 
and Specialty Stores, published annually for many years by the Graduate School 
of Business of Harvard University. The great majority of the stores covered 
by these reports have individual annual sales volumes much larger than the 
$300,000 to $500,000 figures mentioned by Senator Douglas. 

Examination of these reports of retail stores in comparison with comparable 
reports of manufacturing industries of the United States Department of Con- 
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yerce census Of manufacturing industries discloses 
manufacture” to the product or commodity is substant 
mparable value added by service in a retail store. I 
ded by manufacture” the Department of Commerce appea 
i umount the manufacturer receives from the sale of 
raw materials, fuels, electric energy and contra 
ture of the product If, then, we substract f1 
eives from the sale of merchandise the amount 
wholesaler for the merchandise and the cost of 
tract work he used, the remainder would bx 
vhich is obviously all the retailer adds to the produ 
In 1947, to use as an example a year for which 
gures and the Harvard retail operating figure 
manufacture” was about 38 pereent of the 1 
it the comparable “value added by service” w 
ler’s total sale price, or more than one-fifth less 
inufacture.” If the manufacturer has 38 cents 
to meet payroll costs and taxes, he is obviously 
idition than the retailer who has only 30 cents. 
e effect of price inflation is seen in compara 
ard Operating Results for 1939 and 1948, but 
1954. In 1939 it cost retail stores 67 cents 
in 1948 it cost $1.24% to make each trans 
nd specialty stores have not been able eithe 
sales transaction nor to increase the number o 
fYset the continued increase in costs is evidenced bh 
profits before taxes ranged from three-tenths of 
4 as compared with a range of from 3.5 percent 
Considering that both average weekly wages and 
tail trade in 1954 were 3! times what they were in 
e earnings of manufacturing employees in 1954 w 
were in 1939, it is clear that raising wages and 
duce equal increases in retail-stores’ sales volume 
Nor does it increase the value added to merchandise by servic 
f the retail customer or persuade the retail customer to pay a highe: 
service provided by retail stores. The operating results figures 
stores evidence that increasing wages of retail employees or any other 
retail stores results only in subtracting more from the “tip” that retai 
ustomers pay for the services the stores provide in buying goods 
oducers, storing them until the customers want them, delivering 
customers in the quantities they want, at the place and at the time they 
them, and financing the purchase for the customers until the customers can be 
suaded to pay for them. These are the basic services retail stores provide 
distributing the manufacturers’ products at retail. There are also a. \ 
f incidental services the retail asks provides and for which the customer 
nothing. 
It has been stated frequently that labor is not a comm 
estion that service is essentially labor, that is deing fo 
- he would otherwise have to do for himself. It follo ut the regul 
vhich may be applied to the process of producing commodi bye 
the process of producing or providing service. This has pertinent 
terial application to the extension of Federal control to all retail and 


“ales 


ides through extension of the Federal wage and hour law to those tra 


Senator Doueias. Thank you. 
This chart gives the figures from the United States Department of 


thy 


Commerce of the hourly earnings and the weekly earnings in the re 
tailing trade and all manufactur ing each year from 1945 to 1954. 
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Mr. Curistensen. The following chart shows the record in rela- 
tion thereto: 


Hourly and Weekly earnings 


tetai] trade and all manufacturing 


Hourly earnings Weekly earnings 


' 
Retail trade | All manufac-'| Retail trade | All manufac- 
turing | turing 


3 4, 39 
os 
49. U7 
54.14 


Mr. Crrtstensen. Our fourth point is to answer four arguments 
that have been advanced by the proponents of this type of legislation. 

1. It is said that these specified labor conditions burden and affect 
commerce and the free flow of goods in commerce. This may be true 
in the course of making the goods and transporting them to the retail 
store, but it is not true after the goods have moved through commerce 
and reached the retail store. 

2. It is also claimed that these detrimental labor conditions consti- 
tute an unfair method of competition in commerce. Since the great 
bulk of retailers do not compete in interstate commerce this reason is 
not applicable. 

3. It is claimed that these same labor conditions lead to labor dis- 
putes which burden and obstruct commerce and the free flow of goods 
incommerce, Retailers compete only with other local retailers. Thus, 
a labor dispute in one store does not obstruct the free flow of goods in 
commerce, since any goods that fail to move through one outlet by 
reason of a labor dispute move through many competing outlets. 

4. Finally, it is declared that these detrimental labor conditions in- 
terfere with the orderly and fair marketing of goods in commerce. 
Retailers, however, do not market their goods in commerce except 
intrastate commerce. And, as already pointed out, there are always 
enough competitors to keep the marketing in any locality moving in 
an orderly and fair manner. 

Moreover, in manufacturing and in other branches of industry, the 
employer is able to control his labor costs. When orders fall off, he 
can curtail production and layoff employees. 

In our city of St. Paul, in the last 2 months, Ford Motor has laid off 
enough men so that their payroll is down $3 million. 

Senator Dovertas. Would you say there is a recession in the auto- 
mobile industry ? 

Mr. Crristensen. There is as compared to 1955. 

A retail store is unable to do this. It must have a full working force 
on hand at all time to take care of customers or of potential customers 
and to just plain protect the store from theft and pilferage. As a re- 
sult, the retail store is a business of more stable employment than most 
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others. Income from employment in a retail store is equivalent, in 
most instances, to a guaranteed annual wage. The retail store’s rush 
hot irs and special shopping days are for the most part taken care of 

y part-time workers drawn from a class of workers who do not desire 
fu ull- time employment. 

With no fear of seasonal layoffs, employees are attracted to positions 
vhich may carry a lower hourly rate than those where some account 
must be taken of the periods of unemployment which occur more or 
less regularly. 

In addition there are the many other benefits peculiar to retail 
employment heretofore mentioned. 

Our fifth and last point concerns the suggestions that have been 
made oe the minimum wage law be made to apply only to “interstate 

chains” or to employers of 12 or more, or 8 or more, or to retail 
asts sblidhmenia doing a volume of business of $300,000 or $500,000. 
These are the most da angerous proposals of all. 

Senator Doveias. You know that the first of these proposals was 
that originally advanced by the Secretary of Labor last year, who 
said that it was the administration’s policy. 

Now, that was later withdrawn. Do you mean to say that is one 
of the most dangerous proposals of all ? 

Mr. Curistensen. That is the feeling of the people that I have 
discussed it with as to this problem. 

Senator Gotpwater. Just a moment, Mr. Chairman, it is my under- 
standing that Mr. Mitchell was speaking for himself, not for the 
administration. 

Senator Doverias. The record will show that was the administra- 
tion’s policy. 

Senator Gotpwater. I think the record will show that the admin- 
istration had recommended an investigation into this field but did not 
set up any particular limit. 

Senator Doveras. Let’s suspend until we find out. I think that is 
very important. 

Tread from page 48 of the hearings: 

I would like to begin, Mr. Secretary, by asking this question: we know that 
the President has recommended a 90 cent minimum wage. Does this recom- 
mendation of yours for the 90 cent minimum wage carry with it the endorse- 
ment of the administration, or is it simply your recommendation. 

Secretary MitcHett. What I am stating here in entirety—and that carrys 
with it the entire state—— 

Senator Gotpwater. I don’t recall that the entirety included that. 
It seems to me we got into a discussion on limitation and it ranged 
from a million and a half dollars down to, I think eventually, five- 
hundred thousand. 

Senator Doveas (reading). 

Secretary MITcHELL. What I am stating in its entirety is the administration’s 
policy. The entire statement is the administration's policy. 

Senator Dovetas. They are recommending the expanding coverage then? 

Secretary MircHety. That is right. 

Senator Gotpwater. That is correct. 

Senator Dovcias. And the expanding coverage was to cover the 

ntire State firms. 

_ Senator GotpwaTer. But we were talking about $300,000 and 
2500.000. 
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Senator DouGgias. No, no. 

Senator Gotpwater. That is what the committee chairman said. 

I may be wrong. I don’t recall it ever being contained in any 
statement of the President or the Secretary. 

Senator Doucias. Just a minute. Mr. Christensen was saying— 
our fifth and last point concerns the suggestions that have been made that the 
minimum wage law be made to apply only to interstate chains, or to employers 


of 12 or more, or 8 or more, or to retail establishments doing a volume of busi- 
ness of $300,000 or $500,000. These are the most dangerous proposals of all. 


I think Lasked— 


Are you aware of the fact that the first of these three proposals; namely, to 
cover interstate chains, came from the administration ? 

Would the stenographer read me my question ¢ 

(Question read. ) 

Senator Gotpwater. The Senator from Arizona merely wanted to 
make it perfectly clear that the limitations was not a portion of the 
Secretary's statement. It came up later, it is my recollection of the 
Comiission’s discussion. I apologize if you thought that I inferred 
that you had included that, that bemg in his st: atement, I did not 
want it to appear as if the administration were approving of the 
S500.000 to S500,000, 

Senator Doveias. No,no. That is perfectly clear. 

Senator Gotpwater. There is no argument that the administration 
has proposed an investigation 4 

Senator Dove as. Oh, no. It is not merely an investigation. They 
proposed legislation to cover the interstate chains. 

Senator Gotpwater. There is no argument that I disagree with 
Secretary Mitchell. 

Senator Doveias. That is the right of the Senator. 

All Tam trying to establish is that the Secretar y made that proposal 
for expanding coverage of interstate chains. And then he said that it 
was the administration’s policy. 

Senator Gotpwarer. | have no argument with that statement at all. 
I merely didn’t want it to be inferred that the administration went 
further to suggest that there be a dividing line. 

Senator Dovcias. The Senator from Illinois was very careful to 
say that they did not, and that the proposal of the administration 
was merely the first of the three which the witness says were the most 
dangerous of all. 

Mr. Curistensen. 1 would say to you, Mr. Chairman, that I have 
conferred with a great many people before preparing that statement, 
including many people from the chain stores of various types. And 
the statement is put in there advisedly after a great deal of thought 
and conside ration, that if any proposals are going to be before Con- 
gress, to just pick out the interstate chains, or just to pick out the 
stores having a volume of $300,000 or $500,000, or just to pick out 
the emplovers of 12 or more, that it is thei ‘ir considered judgment that 
these are the most d: angerous proposals of all. And it doesn’t make 
any difference whether it was recommended by Secretary Mitchell, 
by the administration, or by Stalin; they feel that way. 

Senator Doveras. Let me hasten to say that I will defend Mr. 
Mitchell and the administration from being compared with Stalin. 
I regard them as loyal Americans. I think ‘that Mr. Mitchell is just 
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is loyal an American as Maurice Tobin: and President Eisenhower 
as loyal an American as Harry Truman. 

Senator Gotpwater. Let me join in that statement of the Chan 
man’s too. 

My disagreements with this do not stem from any comparison with 
Russian tactics. 

Rather my whole objection—and IT have felt rather timid about en 
caging in this I discussed it with the subcommittee chairman 

Senator Doveias. May I say the Senator from Arizona should not 
feel timid at all. We respect his motives. We want him to speak 
out precisely what is on his mind. 

Senator Gotpwarter. I think my theories are the same as this gen 
tlemen is expressing, that the Federal Government is trying to ex 
pand itself further into the fields of business in this country. The 
dollar doesn’t enter into it, because as the gentlemen knows, with the 
exception of the southern part of the country, the dollar mmimum 
wage prevails in most of the retail industry. It is the constant fear 
of Federal Government. And I know whereof you speak. And 
I think if we hear testimony from more businessmen, we would find 
that is their basic concern. They don’t like the idea of the Federal 
Government telling them what to do and when to do it when the 
business is solely concerned with the transactions within the State 
horder. 

I think that is your whole fear when you boil it down. 

Mr. Curisrensen. Under the interstate chain proposals, the larg 
est{———— 

Senator Doveras. That is the proposals which the administration 
advanced last year ? 

Mr. Curisrensen. Yes. If that is what it was. And I don’t know. 
Senator. I am not going to pretend to know what the adminis 
tration proposed or what Mr. Mitchell proposed. 

Senator Doveras. Will the clerk give this copy to the witness / 

You don’t have to read it now. 

Mr. Curtstensen. If anything is going to be accomplished by get 
ting me to admit that it was an administration proposal or a Mitchell! 
proposal, I will tell you frankly I don’t know. And I am sure my 
people don’t much care. What we are concerned with is convineing 
you and the members of your committee that the interstate chain pro 
posals are unwise, no matter what the source may be of their recom 
mendation. 

Under the interstate chain proposals the largest stores or chains 
operating wholly within a State would not be covered, while the 
enterprise that had two stores, no matter how small—one in one 
State and the other in another State would be covered. All of 1 
can call to mind a large department store in his own State whic h 
would not be covered under such a law because it operates only in 
one state, and yet all of us know of a small drug or grocery store 
<r a bare handful of employees, and yet, because it is owned 
by the same person who owns or operates a drug or grocery store 
in an adjacent State would be covered. Most of us have w ithin our 
State a chain of grocery or variety stores which operate only in the 
State and therefore would not be covered, even though in number 
of employees and volume of business, it many times exceeds enter 
prises which operate in more than one State. 
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Senator Doueias. Mr, Christensen, would you object, say, if you 
limited it to a interstate chain with five or more units? 

Mr. Cunrisrensen. The same objection would apply all the way 
through, Senator, as I will try to demonstrate to you. You can’t pick 
a selected segment of the retail industry and not do great harm. 

Under the 8 or more, or 12 or more, or $300,000 volume, or $500,000 
volume, it would disrupt the employment practices of every city where 
such a store, or group of stores, existed. The competent and more 
skilled employees aan seek employment in the larger stores. Smaller 
stores would be reduced to poor help or “papa-mama” outfits. 

Extension of the act on any discriminatory or limited basis would be 
self-defeating and could only result in depriving the public of gen- 
uinely needed services and raising the cost of goods and services at the 
retail level. 

A very significant fact is found in examination of the 1948 business 
census data or of any comparison of the operating results of different 
size retail stores. The dollar volume of sales per employee diminishes 
as the number of employees in a store increases; and the number of 
cents paid as wages out of each dollar of sales income increases as the 
number of employees increase. To illustrate, the 1948 census reports 
that total sales of stores employing only 1 employee averaged $31,500 
per employee, but in stores employing 2 employees, the average was 
only $27,500 per employee. The average sales per employee dropped 
to less than $20,000 where 3 employees were employed; to less than 
$18,000 where 4 or 5 employees were employed; to $17,000 for 6 to 7 
employees and to $15,000 where 10 to 19 employees were employed. 
But where payrolls take only 414 cents out of every dollar of sales in- 
come where 1 employee is employed, they take nearly 7 cents for 2 
employees, nearly 814 cents for 3, nearly 924 cents for 4 to 5 employees 
and range up sharply to 1614 cents in stores employing 100 or more em- 
ployees, 

It is obvious that if the act is applied to chain stores and not to lo- 
‘ally owned stores, the chain stores will not be able to meet payroll 
costs of one-third to one-half more than their local competitors are 
obliged to pay, and will simply convert to or be replaced by local stores 
which will be exempt. 

If the act is applied to stores employing more than 8 employees, 
those stores who employ 8, 9, 10, or 12 employees will simply reduce 
their employment to 7. 

Stores which cannot do this wil! be confronted with increased payroll 
costs which must be met by increased prices. Competition will 
promptly either reduce such stores to small stores or cause them to be 
replaced by small stores. This would be true also if the act were ap- 
plied to stores having a sales above a certain dollar maximum, whether 
that maximum be $300,000 or $500,000. The higher the maximum 
figure selected, the fewer employees would be benefited. 

The obvious consequence of any of the above situations would be to 
accentuate and speed up the present trend of substitution of small 
neighborhood shops for large loop department stores. 

Senator Doveras. Now, this is a very important point which you 
are making. And Iam very glad to have you make it, because I have 
assumed—TI have not had a chance to go over the 1948 business census 
but I did assume that the clerks in the larger stores were kept busy a 
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larger percentage of the time, and that therefore, the volume of sales 
per “employee was greater. 

Mr. CurisTeENnsEN. That is not true, Senator. 

Senator Dovanas. Did you go above the stores with :ess than 20 em 
lovees ¢ 

Mr. Curistensen. Yes, And if you will check into the figures with 
any good retail association or any good retail personnel group who 
study the relations of sales to the number of e mployees and volume of 
business and so forth, you will find that what we have said in here is 
true, and we would be very injudicious if we had made a misstatement. 

Senator Doucias. Would it go all the way up to stores with a hun- 
dred employees, for example / 

Mr. Curisrensen. I don’t know. Iam not that much of an expert. 

Senator GoLtpwaTerR. When you get into bigger stores, you would 
have a factor in there of furniture, household goods, and appliances 
hat would have a decided effect on it. So, I think the figure may—in 
fact . I know it does—it goes in a rather steady line; as employment 
goes up per employee, production goes down. But it will reach a 
point where it will level off. 

[ am not acquainted with it. You get into stores of, oh, above $5 
million volume where they have to sell heavy appliances e make those 
sales, and you might find that that would not hold true, but then you 
would also find the person being paid on a little different basis. That 
won't reflect itself on a dollar minimum. 

Senator Douctas. I will ask the staff to go over the 1946 business 
census. 

Senator Gorpwater. I might say that report that was turned in 
yesterday by the American Retail Federation had a very good study 
on that. 

Mr. CurisTEnsEeN. It has been demonstrated that this trend is in- 
creasing the cost of goods and services to the public and reducing both 
the kind and amount of services to customers. For example the neigh- 
borhood shops seldom deliver merchandise, generally carry smaller 
stocks and so have fewer reduced-price clearance sales; carry less 
diversified stocks which compels customers to travel from one store to 
another to find what they want, and spend both more time and money 
for transportation. 

With increased costs already existing as to labor, taxes, deliveries, 
heat, light, and other maintenance costs. plus recently increased in- 
terest costs throughout the country, a Federal minimum wage law 
applying to the larger stores would be fatal to almost all of the large 
stores of the Nation, and at least during the transition period would 
produce chaos in the smaller stores and service trades. 

It would produce chaos among the smaller stores and service trades 
because, during the transition period, the smaller firms would be com- 
pelled to compete with the large employers for experienced, skilled, 
and trained employees. It has always been true that small firms lack 
the facilities to develop skilled employees. They cannot department- 
alize their functions so that apprentices may be upgraded from low- 
skilled tasks to higher skills. Small firms require versatile employees 

which they now are forced to bid for against large firms. As we have 
pointed out, increasing the minimum wage would force all wage levels 
up. The small firms would then be forced to pay higher wages than 
they can absorb or employ people inadequate to the job. Either alter- 
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native would force many small firms out of business, particularly in 
areas adjacent to large firms, with the result that, before economic 
adjustment from large to small store could be effected, there would be 
such a reduction of retail and service establishments as to seriously 
cripple the distribution machinery. 

Manufacturers are concerned with this aspect of the problem be- 

cause experience has demonstrated repeatedly that when the distribu- 
tion machinery break down, the productive mechanism is paralyzed. 

Volumes could be written on this phase of the subject which we of 
course cannot take time for here. Almost every student of the retail 
industry, every economist who has studied the problem, and every 
association dealing with costs and personnel in the retail field will 
advise you that of all the proposals made to date the most dangerous 
ones to the retail and service industry and to the e ‘onomy of our coun 
try are these types of proposals. 

All of the ill effects we have pointed out would exist if such a law 
were enacted, and many more serious problems could be created that 
would make it impossible for stores to survive unless they were very 
large or kept very small. 

The economy of America is sound. No greater damage could be 
done to it than for the Federal Government to intervene in this tre- 
mendously important phase of our American way of life where the 
States and local areas are succeeding in a manner that is the envy of 
every nation in the world. 

Senator Doveras. Thank you very much, Mr. Christensen. 

Mr. Curistensen. I want to thank you for your courteous and 
cordial treatment of me and to say to you if either you or Senator Gold- 
water care to add any comments that we might send out to our people, 
we will appreciate it. 

Senator Dovetas. I have a question or two. 

The first question is this: You make a very strong case for saying 
that retailing takes place within intrastate market areas. I wondered 
if you had considered those cities where the retail area crosses State 
lines. For example, in New York City it crosses not merely the New 
York line but goes into Connecticut and New Jersey. 

In Chicago, we have a section of northern Indiana and some sections 
of southern Wisconsin that come into Chicago. 

You mentioned the term Duluth-Superior. As I remember it, Su- 
perior is in Wisconsin and Duluth is in Minnesota. With the coming 
of the age of the automobile, these areas have widened. Is it not true 
that the merchants are getting some business from western Wisconsin ! 

Mr. Curisrensen. A small part, yes. But any trade area becomes a 
trade area, Senator; you know Chicago better than probably any man 
in the Senate, and you know that the people that live in Oak Park 
shop in Oak Park, and that the people that live in Winnetka shop in 
Evanston. They don’t go down to Marshall Field’s to buy a pair of 
pants or a pair of soc ‘ks ora brassiere or a pair of stockings. 

Senator DovGias. Every time my wife takes me for lunch at Mar- 
shall Field’s, I find i arge numbers of my friends from Winnetka there. 

Mr. Curtstensen. As a result of that you keep her away from Mar- 
shall Field’s just as much as you can. 

Senator Gotpwater. Let’s not encourage that. 

Mr. CurisTensen. That is right. That is one of the things we have 

to discourage. That is one of the reasons retailing is moving out into 
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the suburbs. All over Chicago there is no better example than the 
fight which Chicago is now making to keep retailing in the Loop and 
in the meantime Marshall Field is going out to the North Side at 
Evanston and it is going out to the west side to Oak Park. It is spread- 
ing its stores out. And other stores are also doing the same thing. 
And the movement is out. 

And the very thing you have pointed out demonstrates more than 
anything that I could say that retailing is becoming a local and a more 
local problem than it ever was. It is a particular trade area. And 
people do not even care to go out of their suburban area any more to 
buy their groceries or hardware or their simple clothing or their 
standard produc ts that they use about their house or their appliances 
and so forth. 

I could not have made a better statement than you have made to 
demonstrate what we have said. 

Senator Dove as. I appreciate turning my statement to your ad 
vantage. But I still would say that I think you will find there are a 
certain number of people from Gary who come into Chicago to shop 
and also from Hammond, Ind., from East Chicago—which is in In- 
diana wg its name—and similarly, I think you would find people 
from Englewood coming into Chicago. You find = from New 
Jersey coming into New York City. And I am told, reading the 
novels, that people from Greenwich and other such ene come into 
New York City too. 

I think the record will show that the papers in Minneapolis are 
circulated in Wisconsin and the Minneapolis merchants have been 
trying to widen their market areas by attracting the people of west- 
ern Wisconsin into Minneapolis. 

Mr. Curistensen. All that establishes at most is that there are 
certain trade areas which may be on a State line where an effort is 
made to get a few people to come into town from all over. 

Senator Dovcias. You do not discourage that / 

Mr. Curtstensen. I buy goods at Marshall Field’s in Chicago and 
my wife does also; and she even buys it at Garfinkel’s once in a while. 
We all exchange and buy merchandise wherever we are. 

Senator Doveras. I have one final question I want to ask you. 

Speaking about State minimum wage laws, we have had testimony 
from Mr. Ruttenberg. I wanted to inquire whether in your judgment 
it was accurate. He says in his testimony: 

Retail workers certainly cannot look to State legislation for effective minimum 
wage protection. Minimum wage laws cover retail workers in only 22 States 
and the District of Columbia, and in 14 of these States the minimum wage ap- 
plies only to women, or to women and minors. 

In Arizona, for example, the minimum wage for women employed in retail 
trade—not covered—is 55 cents an hour. This is by no means the lowest mini- 
mum wage for retail workers. The lowest is 16 cents in Arkansas for women 
which has not been revised since 1915). 

I wonder if that statement is accurate. 

Mr. Curtstensen. That probably is true. I can give you an answer 
to it. I can give you a sound answer to it. It will take a moment 
two. 

Out in Minnesota right now we are holding hearings in four differ- 
ent lines of industry. We have got something like a 38 cent minimum, 
or some silly amount that has been in existence for about 15 years. 

78155—56——15 
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But we are in the process right now where the industrial commission 
is ordering—or it is getting ready to make new orders—advisory 
boards have recommended 83 cents in the laundry and dry cleaning 
industries and $1 in the amusement industry. In the retail industry, 
the hearings are just starting. i 

The last order they made was for 75 cents. But it was upset. by the 
court. And the practical answer, Senator, is that in Minneapolis there 
is not a principal store, or in St. Paul, that is not paying well above a 
dollar. And up inthe north woods country where some girl is working 
at a resort while her husband is working there, and may work a couple 
of hours while her husband is painting boats or varnishing boats; and 
she can sell a couple of dollars’ worth of merchandise over a 3-hour 
period she is probably working for about 60 cents an hour. And in 
both instances, it is right. Water seeks its own level. And each area 
has its own problems. And you cannot correct it here in Washington 
by passing a Federal law which will do one thing in Minneapolis and 
something else up the State in the jack pine industry. 

Senator Doveras. Did you say that minimum wage up there now 
is only 38 cents? 

Mr. CurisTensen. That is my recollection of it. And yet the wages 
are not that. 

Senator Doveras. You mean to say the previous State administra- 
tions did not take any action in this matter ? 

Mr. Curistensen. They do not work out that way. They work 
through industrial commissions, rather than administrations. 

Senator Dovucias. Obviously it depends upon pioneering power in 
the State House, does it not? Didn’t you say the previous administra- 
tions during the last 18 years did not take any action. You say action 
was only taken when Governor Freeman was elected Governor ? 

Mr. Curistensen. No. And Governor Freeman probably did not 
know it was happening when the last one started. The one before 
that. was under a Republican administration. And they ordered 75 
cents. And the supreme court, on which there were several Demo- 
crats, unanimously reversed it after 2 years of hearings for technical 
reasons. 

So, now we have started over. Again it proves nothing except a 
little polities. 

Senator Gorpwater. Now that politics have crept in 

Senator Douenas. Politics is part of life. 

Senator Gotpwater. That is right. 

You mentioned my State of Arizona. I think the minimum wage 
is 55 cents there. We have never had a Republican administration 
out there. 

Senator Doveras. Don’t you have a Republican administration ? 

Senator Gotpwater. We had a Republican Governor. But our 
average rate is 93 cents. In fact, a Republican Senator who serves 
on this subcommittee recommended to the Democrat legislature that 
they raise it to a dollar. 

Senator Dovetas. Isthis the Senator from Arizona ? 

Senator Gotpwarer. Yes. 

Senator Dovetas. I want to congratulate the Senator from Arizona. 
We will be equally cooperative on the bill which is now before us, | 
hope. 
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Senator Gotpwarer. I didn’t want any inference left that the State 
of Arizona was lagging in spite of the fact that the Democrats have 
not seen fit to raise their wage in, I would say, 40 years. 

Mr. CurisTensen. I think it is a historical fact, Mr. Chairman, that 
you can guarantee that wherever you find a Democrat State, you find 
low wages, and wherever you find a Republican State, you find high 
wages. ‘That is just normal for the two parties. 

Senator Dovcias. I must demur. I must demur for the sake of the 
record, most clearly. The witness has a perfect right to make that 
statement. But Iam sure that is not true. 

Senator Gotpwarter. I find no objection to it. 

Senator Dovetas. Generally the great forward drive for minimum 
wages came under Democratic administrations and progressive Re 
publican administrations. The progressive Republican administra 
tions have been becoming fewer over the years. 

Mr. Curistensen. Thank you very much. 

Senator Doueias. Senator Goldwater / 

Senator Gotpwarter. I have no questions. Thank you. 

Senator Doveias. Thank you, Mr. Christensen, for coming. 

(The prepared statement of Mr. Christensen follows :) 


My name is Otto F. Christensen. I am executive vice president of the Minne- 
sota Employers Association, with offices at 1600 Pioneer Building, St. Paul, Minn. 

The association is the only statewide association embracing all types of em- 
ployers in our State. About one-half of our membership of over 1,600 companies 
might be termed large in that they employ 50 or more people. The other half are 
the small employers. Practically every large manufacturing company, mine, 
hotel, insurance company, trucking company, bank, laundry and dry cleaning es- 
tablishment, and retail store in the State is a member of and assists in maintain- 
ing the association. In addition, about 800 small employers in retail stores, serv- 
ice industries, small banks, trucking companies, small town hotels and other non- 
manufacturing establishments maintain and utilize the services of the association. 

We believe that we can be particularly helpful to your subcommittee on the sub- 
ject you are dealing with because of the nature of the functions of our association. 
We do not deal with any one segregated type of employers, but are familiar with, 
serve, and know the employment practices and problems of a complete cross- 
section of employers in our State by reason of those functions. Briefly, the work 
that we do is: 

1. To disseminate information regarding the laws, rules, regulations, and re- 
strictions imposed upon employers by State and Federal jaws and regulations, so 
that our employers will know how to comply with them and not get into trouble. 

2. To engage in research in many fields affecting employment and taxes and 
making the results of such research available to companies who are not in posi- 
tion to do it themselves. 

3. To specialize in workmen’s compensation and unemployment problems. 

4. To search out and recommend the appointment of competent employer rep- 
resentatives to numerous tripartite boards and committees dealing with matters 
affecting business and industry, ranging from committees studying tax problems 
to apprenticeship training programs. 

5. To encourage the development of safety programs in large and small busi- 
nesses. 

6. To engage in a broad public relations program seeking to advance the prin- 
ciples of free enterprise and to attain an understanding on the part of the public 
in the problems of business and industry. 

7. In a narrow field on some matters affecting industrial relations and laws 
affecting payroll costs to appear for our membership and report their views to 
legislative committees. 

Some of the other associations operating in a similar manner, or a somewhat 
similar manner join in this statement to you, and because they reflect the experi- 
ence of the business people of their respective States, I hope you will give added 
weight to this statement. Those who operate as we do, and who represent a 
cross-section of the business of their States and who are from various parts of 
the United States, and who join in this statement are: 





218 AMENDING THE FAIR LABOR STANDARDS ACT OF 


The Association Industries of Nebraska, offices at Lincoln, Nebr. 

The Associated Industries of Kansas, offices at Topeka, Kan. 

The Associated Industries of Oklahoma, offices at Oklahoma City. 

The Associated Industries of Florida, offices at Tallahassee, Fla. 

The Associated Industries of Arkansas, offices at Little Rock, Ark. 

Association of Washington Industries, offices at Seattle, Wash. 

Additional State associations who are the principal spokesmen for industry 
and business in their States, but whose membership is wholly, or almost wholly 
manufacturers, but who are vitally concerned about the extension of coverage 
under the terms of the Fair Labor Standards Act, because of the residual effects 
upon industry and who have given it much study, wish also to join in this state- 
ment. They are: 

The Michigan Manufacturers Association, offices at Detroit, Mich. 

The Associated Industries of Maine, offices at Augusta, Maine. 

The Mississippi Manufacturers Association, offices at Jackson, Miss. 

Also The California Manufacturers Association, offices at Los Angeles and San 
Francisco. 

These associations have been outstanding for many years in serving all em- 
ployers in their States, even though their membership is substantially manu- 
facturers. 


The total number of employers represented by these 11 associations exceeds 
18,000. 

The first point that we would make to you is that the regulation of retail and 
service industries wages and hours is peculiarly a local problem. This was rec- 
ognized by the Congress when the Fair Labor Standards Act was considered and 
passed in 1938. The solution of a local problem cannot be found at the Federal 
level, and to attempt to do so only makes for confusion, disputes, and trouble 
As President Roosevelt stated in proposing minimum wage legislation to Congress 
in 1937: 


“there are many purely local pursuits and services which no Federal legislation 
can effectively cover.” 

This was in recognition of the unfortunate experience of the NRA program in 
attempting to regulate local retail and service trades. Then Senator Black, later 


Mr. Justice Black, the sponsor of the legislation in the Senate, expressed the same 
view when he said: 


“businesses of a purely local type which serve a particular local community, and 
which do not send their products into the streams of interstate commerce, can 


be better regulated by the laws of the communities and of the States in which the 
business units operate.” 


The retail and service industries exemptions were written into the law in 1938 
because those businesses were deemed to be a local business. This is still true. 
The retail store is essentially a local business subject to local conditions. The 
retail stores in one State do not compete directly with retail stores in other States, 
in other cities, nor even with each other in the same cities. 

It is evident fact that very few, if any, of the retail and service trades estab- 
lishments, serving the ultimate, private consumer, render their services beyond 
a very limited area well within the confines of a single State. In fact, the over- 
whelming majority of such establishments are confined to areas of only a few 
blocks in a single city, town, or village. They are “neighborhood” businesses 
which draw their customers and recruit their employees from their own im- 
inediate neighborhood. 

Moreover, it is commonly known that the current trend is increasingly toward 
development of the “neighborhood shopping centers,’ and in the “neighborhood 
business centers,” where small shops and business places cluster in a few blocks 
in the residential areas of large cities and in suburban and exurban small towns 
and villages. The huge department store located in the loop of a large city is 
giving way rapidly to the small shop in the neighborhood business center. 

In my own State this is being dramatically demonstrated. In the last 10 years 
at least 4 department stores have gone out of business in St. Paul alone and at 
least 14 substantial neighoborhood and suburban shopping centers have sprung 
up. Every time I drive around in the residential area from 5 miles to 15 
miles from the Loops of the 3 largest cities, I see new shopping and business 
centers in operation or in process of construction. I have only to look at the de- 
partment store sales reports published by the Federal Reserve Bank to see the 
effect of this trend. Few if any of the small neighborhood stores report to the 
Federal Reserve, but all of the largest department stores do. Yet the most favor- 
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able reports show retail sales for the three largest cities barely equalling the 
1947-49 average. For example, the Federal Reserve Bank reports that depart 
ment store sales in March 1956, which included Easter sales, were 9 percent 
below the 1947-49 level in Duluth and Superior, 7 percent below in St. Paul, and 
only 3 percent In Minneapolis. In contrast sales which include more retail stores 
than just department stores were 12 percent above the 1947-49 level in the 
Ninth Federal Reserve District as a whole, 17 percent above for the city stores 
and 5 percent above for the country stores. 

Few of even the largest department stores and supermarket food stores In 
the largest cities serve customers living outside the State in which those stores 
ire located and such customers comprise a very smal! and irregular proportion 
f all of the customers served by those stores 

It has been demonstrated repeatedly that the wages retail and service traqe 
establishments pay and the working hours they maintain have very little effect, 

f any, on even the wages and hours of work in firms within the State which are 
engaged in interstate commerce, and much less on the wages and hours of work 

effect in business establishments located in other States. Neither do they 
naterially influence the prices of merchandise or the costs of manufacturing 
and distribution. In fact the converse has been demonstrated to be true, namely 
that the wages and hours of work in trades and businesses exempt from the Fair 
Labor Standards Act are strongly influenced by the wages and hours in effect in 
those firms which are covered by the Act. 

tetailers, large and small, are not the dictators if their wage policies. Their 
vage level is controlled by the wage picture in their local community. To pay less 
would leave them with only their poorest employees. No retailer could possibly 
keep a staff of good employees at wages below the going rate in his community 
And no retailer can pick up his operation and move it bodily to a region of lower 
labor costs. 

Those of us who represent a cross-section of industry and business are im- 
pressed with the local nature of retailing and service industries Retail trades 
iccording to the 1948 Business Census includes more than 50 kinds of retail stores 
as widely different as supermarket grocery stores and lumber yards: corner drug 
stores and chain variety stores; candy stores and gasoline service stations; 
Jewelry stores and ice dealers ; music stores and feed stores: florists and coal, fuel 
and fuel oil dealers; newstands and farm implement dealers; gift, novelty and 
souvenir stores and househeld appliance stores; custom tailors and second-hand 
stores ; restaurants and book stores; liquor stores and milk dealers. 

Service trades include barber and beauty shops, laundries, cleaning and dying 
plants, funeral parlors, diaper services, photographic studios, shoe repair shops, 
shoeshine parlors, hotels, sign-painting shops, turkish baths, vermin exterminating 
services, advertising agencies, window-cleaning services, coin-vending machine 
repair and rental, court reporting, auctioneers, detective agencies, parking lots, 
blacksmith shops, motion picture theatres, racetracks, golf courses, welding shops, 
watch repair shops, bowling alleys, consumer-credit reporting agencies, swimming 
pools, blueprinting shops, dance halls, football and baseball clubs, employment 
agencies, tourist courts and camps, and armature rewinding shops. 

The 1948 business census reports 1,770,000 retail trade establishments, and over 
665,000 service trade establishments in the United States. 

The retail trade is reported to employ 6,868,853 paid employees and the service 
trades 2,099,692 paid employees. In retail trade at least 19 percent of these paid 
employees did not work a full work week and in the service trades, exclusive of 
amusements for which data are not available, at least 11 percent worked less 
than a full work week. 

The currently exempt retail and service trades employ a very high proportion 
of women and minors who are predominately secondary wage earners—that is 
dependent wives, children and other relatives of primary family wage earners. 

The 1950 census reports that more than 37 percent of retail store employees 
are women; more than 49 percent of hotel employees are women and more than 
67 percent of the employees of personal service establishments are women. 

In contrast only 25 percent of the employees of manufacturing firms are women 
and only 15% percent of employees of transportation, communications and public 
utility establishments are women. 

Many women employees work only part-time, from a few hours on a day or 
two a month to 4 or 5 hours daily, their working schedules being arranged to fit 
in with their home or school activities. 

The 1948 census of business reports that all retail stores some 1,770,000 of them, 
employ an average of less than 4 paid employees per store and that at least 19 
percent of those paid employees, or about 1 out of every 5, works less than a full 
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work week. Hotels employ an average of less than 13% paid employees each and 
over 13 percent or more than 1 out of every 8 of those employees works less than 
a full work week. Barber and beauty shops average less than 1 paid employee 
per shop and 1 in every 7 paid employees does not work a full week. 

We also find that more than 6 percent of all retail stores employ no paid 
employees; over 16 percent employ only 1 and nearly 27 percent of those paid 
employees work less than a full week. Only 3,764 of the 1,700,000 retail stores, 
or barely two one-thousands of 1 percent of all retail stores employ 100 or 
more employees, and 75 percent of all retail stores employ less than the all- 
steres average of 4 paid employees per store. Clearly retail trades are not 
mass-employment businesses and are not to be lumped in with mass-employment 
industries in efforts to cure economic and social maladies. 

The 1948 business census reports a total of 665,475 service trades firms. Those 
employed an average of less than 3 employees per firm. Again we have some- 
thing short of “mass employment” and equally incomparable with the mass 
employment industries. 

Several of the fundamental differences between the principal establishments 
which are exempt from the Fair Labor Standards Act and to which extension of 
its coverage is being contemplated, namely establishments engaged in retail 
and service trades, are apparent. Their primary functions are rendering 
services to individual consumers, customers or patrons. In other words, the 
work of the majority of their paid employees consists of ‘‘waiting on the trade.” 
This work requires relatively little effort, skill or training compared to the 
work of production employees in mining, willing, manufacturing, transporta- 
tion, and communication industries. The work is performed, as has been men- 
tioned, in substantial portion by women and minors who do not work full 
time. Such employees are not able to accept full-time employment and neither 
want nor are qualified for higher-paid, more skilled work. They work as 
sales clerks, stock clerks, elevator operators, waitresses, bell-boys, bus girls, 
dishwashers, chambermaids and minor clericals in unskilled or low-skill, mini- 
mum effort menial, service and clerical work. These are employees to whom 
the Fair Labor Standards Act was never intended to apply. 

Their compensation is very different from that of employees in most covered 
industries. In addition to cash wages and commissions they receive a variety 
of compensation which is available to few, if any, employees in covered in- 
dustries. This additional compensation includes tips, free meals, free working 
clothes, free housing and a variety of personal services such as beauty parlor 
services, laundry, clothing maintenance and repair. Many receive substantial 
reductions from the prices paid by the public for merchandise and services 
which the employees buy for themselves, families and even friends. Vhey have 
special priority access to reduced-price merchandise, special values, special mer- 
chandise and services which are not available at all to the public or are 
available only after the employees have had “first choice.” They have special 
employee’s credit and time-payment benefits which are more liberal and more 
favorable than are extended to the general public. These forms of direct and 
indirect compensation in addition to cash wages increases the employees buying 
power and economic status far beyond its calculable monetary cost or value. 

An important difference between retail and service trades and the so-called 
production industries is that in the trades employees seldom add to the value 
of the commodities sold. Commodities are not created out of raw materials. 
They are either sold in the same form as they were bought from the manufac- 
turer for resale to individual customers or they are consumed by the firm 
in the course of rendering service to customers. In effect, the proprietors of 
firms engaged in service trades rely on a little more than the tips their customers 
ure willing to pay for services rendered rather than on created values of fabricated 
goods. 

I am informed that minimum wages prevalent in the retail and service trades 
in the large cities in Minnesota and in the other States for whose associations 
I speak are currently about 75 cents per hour and in the small towns and villages 
throughout the State range around 60 cents to 70 cents. These are the wages 
paid to the least skilled, least experienced, least productive employees. Most of 
such employees are housewives and high-school boys and girls who work part 
time sometimes just to break the monotony or to get the advantages of emplovee 
merchandise discounts for themselves and their families. They are not prime 
wage earners. Their earnings are their pin money, pocket money and fun money. 

In contrast to these minimum wages, the average hourly earnings of the regu- 
lar employees in these trades are well above $1 per hour, and the earnings of 
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skilled employees range up to $2 and $3 an hour and higher. In fact, they equal 
and often exceed wages paid comparable workers in covered industry. 

The proposed legislation would force retail stores to make drastic changes in 
their employment practices. At present hundreds of thousands of retail store 
employees are high-school students, college students, older women, physically 
disabled people and part-time workers. The retail store is virtually the only 
place in the local community where such persons have been able to find con- 
genial employment. With the higher wage costs which would result from the 
proposed legislation, most of these employees would be eliminated in favor of 
full-time workers with a higher degree of efficiency. The effect on the public 
would be to deprive customers of the services of those people who mostly “serve 
by only standing and waiting” or would raise the cost of merchandise. 

If the wages and hours of retail stores need regulating, this should be done at 
the State level where the complexities of local conditions can be appraised and 
solutions found which are equitable and not discriminatory. 

These conditions cannot be appraised or brought into balance by a single na- 
tional Federal standard. If the standard is high enough to fit the conditions in 
a high-cost community, it becomes far more than a minimum in a low-cost com- 
munity. If it is based on the conditions in a low-cost town, it becomes ridiculous’ 
in the high-cost city. 

To a great extent the States have recognized the need to regulate wages and 
hours. Twenty-six States and the District of Columbia already have enacted 
minimum wage laws. In these States it is noteworthy that local conditions are 
given consideration by the establishment of higher rates and shorter hours in 
cities than in smaller communities. 

In our State of Minnesota where we have a State minimum wage law relating 
to women and minors, four separate series of hearings and procedures and orders 
ire made from time to time in four different types of business, because it is rec- 
ognized their situations require different action. 

One order applies to launderers and dry cleaners, a different order to the 
imusement industry, still a different order to hotels, restaurants and house- 
keeping, and a fourth order to retailing. 

The third order above referred to covers such widely different employments 
as hotels, restaurants, resorts, hospitals, motels, and office buildings and the 
State industrial commission has great difficulty in joining even those house- 
keeping occupations in one order and doing equity to the employees and employers 
involved. 

Not only is it judicious in Minnesota to handle the matter in four separate 
procedures, but the orders break each business group into four population zones 
or groups. The orders direct one rate for cities over 50,000, another for cities 
from 10,000 to 20,600, another for cities from 5,000 to 10,000 and a final order 
for areas under 5,000 in population. 

A Federal order blanketing them all would lead to confusion, inequity, and in 
many instances pure disaster. 

Even State by State wide differences in situations exist that point out that 
individual States can better meet the problem than the Federal Government. I 
can illustrate it by the telegram I received last Wednesday from the Associated 
Industries of Oklahoma stating their desire to join in this statement. It was as 
follows: 

“OKLAHOMA CirTy, OKLA., May 2, 1956. 
“Otto F, CHRISTENSON, 
“Berecutive Vice President, 
“Minnesota Employers’ Association, St. Paul, Min. 

“You are hereby authorized to represent the Associated Industries of Okla- 
homa, an organization of 800 members, some of whom are now covered by wage- 
hour laws and some who are not. At a meeting yesterday in Oklahoma City with 
the retailing and servicing group we have developed that of the 500,000 plus 
people engaged in nonagricultural employment more than 200,000 are charac- 
terized as handicapped workers, part-time employees, students and others engaged 
in retailing and servicing not now covered, and because of the continuing drought 
in Oklahoma for the past 3 years, and the past economic position of the State, 
we think that the Federal Government is usurping certain State rights in any 
nationwide rigid schedule of minimum rates and working hours, and properly 
the treatment of these marginal workers as indicated can fit into the economy of 
Oklahoma with job opportunities if the determination of wages and working 
hours is left with our State legislature. 
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“Moreover this is primarily an agricultural State so far as wage-hour is con- 
cerned, and our peaks and valleys of employment are determined by weather and 
prices, and we are not in economic position at this time to withstand the rigidity 
of Federal control of either selected farmworkers, servicing, retailing or the 
existing nonexempt employees. The net result of unilateral action by Congress 
would seriously affect the general economy of Oklahoma, and it should be pointed 
out to the committee that aside from two metropolitan centers we are a State of 
small communities that are dependent upon weather and agricultural production, 
and which are competitive with more favored rainfall States, and the inclusion 
of the present nonexempt employees would have a devastating effect on the gen- 
eral ecoonmy of the State. 

“BE. J. O’CONNOr, 
Acting President Associated Industries of Oklahoma.” 


Our second point is the concern to which we feel serious consideration should 
be given, is the inflationary effect of extension of the act to currently exempt 
trades and businesses. 

We have already pointed out that nearly 9 million employees, or over one- 
seventh of the total labor force of the United States are employed throughout the 
Nation in retail and service industries. 

The wage differential between unskilled, handicapped, disabled, part-time, and 
student employees on the one hand and moderately skilled and efficient help on 
the other would have to be continued. 

If Minnesota retail and service trades are compelled to pay their least produc- 
tive, least skilled and least experienced employees one-third to one-half more, 
they certainly must raise the wages for their skilled employees substantially. 
This would be true in every State, and would result in another inflationary spiral 
all through the retail business. 

It would be even more inflationary in many service industries. If clean, con- 
genial, easy, pleasant work would pay $1 an hour as a minimum in retailing, 
and moderately skilled or skilled employees higher wages, then the worker 
would not care to work in a hot laundry ironing clothes, or work in a kitchen or 
in many other types of service industries without wages correspondingly higher 
in the service industries rather than in retailing or easier work industries. Not 
only would inflation operate within a type of business, but it would spiral be- 
tween types of businesses. 

And finally the residual effects on employment in manufacturing, and the oc- 
cupations now covered by the law would be so severe that it is impossible to 
conjecture the results. 

The demand for wages by every union in industry would rapidly jump with 
every contract coming up for negotiation. Why should any worker work in 
industry if easier work pays as well? Physical demands in retailing are gener- 
ally not as strenuous as in mass production or mechanized industries. In retail- 
ing there are intervals between customers when retail employees may relax. 

AS a result, retail occupations are neither as fatiguing nor do they require 
the degree of intensity found in most other industries. 

Thus if retailing should be blanketed under the Fair Labor Standards Act, 
directly or indirectly, almost every industry in the Nation would be faced with 
maintaining the historical differentials between retailing, the service industries, 
and manufacturing. 

To predict the spiral of inflation that would result can only be a matter of 
pure conjecture. It could disrupt the economy of the country, and would at best 
lead to confusion, inequities and disputes in every field of business. 

Our third point is that without any Federal intervention whatsoever, retail 
earnings in the past 10 years have increased at a faster rate than those of manu- 
facturing, with a Federal minimum wage. 

In 1945 the average hourly wage earnings of manufacturing employees were 
29 percent above the average hourly wage earnings of retail store employees and 
the average weekly earnings of manufacturing employees were 40 perent above 
the average weekly earnings of retail store employees. But in 1954 the earnings 
of retail store employees had risen so much more than the average earnings of 
manufacturing employees that the average hourly earnings of manufacturing 
employees were then oly 24 percent higher than retail store average hourly earn- 
ings and manufacturing employees average weekly earnings were only 25 percent 


instead of 40 percent higher than the average weekly earnings of retail store 
employees. 
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Stated another way, from 1945 to 1954 the weekly earnings of retal! employees 
ncreased more than SO percent while in the same period of time manufactur 
weekly earnings increased only 61 percent. 

The following chart shows the record in relation thereto 


ing 


Hourly and weekly earnings, retail trade and all manufacturing 


Hourly eart 


Retail trade 


Our fourth point is to answer four arguments that have been advanced by the 
proponents of this type of legislation. 

1. It is said that these specified labor conditions burden and affect commerce 
and the free flow of goods in commerce. This may be true in the course of 
making the goods and transporting them to the retail store, but it is not true 
after the goods have moved through commerce and reached the retail store. 

2. It is also claimed that these detrimental labor conditions constitute an un- 
fair method of competition in commerce. Since the great bulk of retailers do not 
compete in interstate commerce, this reason is not applicable 

3. It is claimed that these same labor conditions lead to labor disputes which 
burden and obstruct commerce and the free flow of goods in commerce. Re- 
tailers compete only with other local retailers. Thus, a labor dispute in one 
store does not obstruct the free flow of goods in commerce, since any goods that 
fail to move through one outlet by reason of a labor dispute move through many 
competing outlets. 

4. Finally, it is declared that these detrimental labor conditions interfere 
with the orderly and fair marketing of goods in commerce. Retailers, how- 
ever, do not market their goods in commerce except intrastate commerce. And, 
as already pointed out, there are always enough competitors to keep the mar- 
keting in any locality moving in an orderly and fair manner. 

Moreover, in manufacturing and in other branches of industry, the employer 
is able to control his labor costs. When orders fall off, he can curtail produc- 
tion and lay off employees. A retail store is unable to do this. It must have 
a full working force on hand at all times to take care of customers or of potential 
customers and to just plain protect the store from theft and pilferage. As a 
result, the retail store is a business of more stable employment than most others. 
Income from employment in a retail store is equivalent, in most instances, to a 
guaranteed annual wage. The retail store’s rush hours and special shopping 
days are for the most part taken care of by part-time workers drawn from a 
class of workers who do not desire full-time employment. 

With no fear of seasonal layoffs, employees are attracted to positions which 
may carry a lower hourly rate than those where some account must be taken 
of the periods of unemployment which occur more or less regularly. 

In addition there are the many other benefits peculiar to retail employment 
heretofore mentioned. 

Our fifth and last point concerns the suggestions that have been made that the 
minimum wage law be made to apply only to “interstate chains” or to employers 
of 12 or more, or 8 or more, or to retail establishments doing a volume of business 
of $300,000 or $500,000. These are the most dangerous proposals of all. 

Under the “interstate chain’ proposals the largest stores or chains operating 
wholly within a State would not be covered, while the enterprise that had two 
stores, no matter how small—one in one State and the other in another State— 
would be covered. All of us can call to mind a large department store in his 
own State which would not be covered under such a law because it operates only 
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in one State, and yet all of us know of a small drug or grocery store employing a 
bare handful of employees, and yet, because it is owned by the same person who 
owns or operates a drug or grocery store in an adjacent State would be covered. 
Most of us have within our State a chain of grocery or variety stores which 
operate only in the State and therefore would not be covered, even though in 
number of employees and volume of business, it many times exceeds enterprises 
which operate in more than one State. 

Under the 8 or more, or 12 or more, or $300,000 volume, or $500,000 volume, it 
would disrupt the employment practices of every city where such a store, or 
group of stores, existed. The competent and more skilled employees would seek 
employment in the larger stores. Smaller stores would be reduced to poor help 
or “Papa-Mama” outfits. 

Extension of the act on any discriminatory or limited basis would be self-defeat- 
ing and could only result in depriving the public of genuinely needed services 
and raising the cost of goods and services at the retail level. 

A very significant fact is found in examination of the 1948 business census data 
or of any comparison of the operating results of different size retail stores. The 
dollar volume of sales per employee diminishes as the number of employees in 
a store increases; and the number of cents paid as wages out of each dollar of 
sales income increases as the number of employees increase. To illustrate, the 
1948 census reports that total sales of stores employing only 1 employee averaged 
$31,500 per employee, but in stores employing 2 employees, the average was only 

27,500 per employee. The average sales per employee dropped to less than 
$20,000 where 3 employees were employed; to less than $18,000 where 4 or 5 
employees were employed; to $17,000 for 6 to 7 employees and to $15,000 where 
10 to 19 employees were employed. But where payrolls take only 4% cents 
out of every dollar of sales income where 1 employee is employed, they take nearly 
7 cents for 2 employees, nearly 8% cents for 3, nearly 9%4 cents for 4 to 5 em- 
ployees and range up sharply to 1614 cents in stores employing 100 or more em- 
ployees. 

It is obvious that if the act is applied to chainstores and not to locally owned 
stores, the chainstores will not be able to meet payroll costs of one-third to one- 
half more than their local competitors are obliged to pay, and will simply convert 
to or be replaced by local stores which will be exempt. 

If the act is applied to stores employing more than 8 employees, those stores 
who employ 8, 9, 10, or 12 employees will simply reduce their employment to 7. 
Stores which cannot do this will be confronted with increased payroll costs 
which must be met by increased prices. Competition will promptly either 
reduce such stores to small stores or cause them to be replaced by small stores. 
This would be true also if the act were applied to stores having sales above a 
certain dollar maximum, whether that maximum be $300,000 or $500,000. The 
higher the maximum figure selected, the fewer employees would be benefited. 

The obvious consequence of any of the above situations would be to accen- 
tuate and speed up the present trend of substitution of small neighborhood shops 
for large loop department stores. 

It has been demonstrated that this trend is increasing the cost of goods and 
services to the public and reducing both the kind and amount of services to cus- 
tomers. For example, the neighborhood shops seldom deliver merchandise: 
generally carry smaller stocks and so have fewer reduced-price clearance sales: 
carry less diversified stocks which compels customers to travel from one store 
to another to find what they want, and spend both more time and money for 
transportation. 

With increased costs already existing as to labor, taxes, deliveries, heat, light, 
and other maintenance costs, plus recently increased interest costs throughout the 
country, a Federal minimum-wage law applying to the larger stores would be 
fatal to almost all of the large stores of the Nation, and at least during the 
transition period would produce chaos in the smaller stores and service trades. 

It would produce chaos among the smaller stores and service trades because, 
during the transition period, the smaller firms would be compelled to compete 
with the large employers for experienced, skilled and trained employees. It has 
always been true that small firms lack the facilities to develop skilled em- 
ployees. They cannot departmentalize their functions so that apprentices may 
be upgraded from low-skilled tasks to higher skills. Small firms require ver- 
satile employees which they now are forced to bid for against large firms. As 
we have pointed out, increasing the minimum wage would force all wage levels 
up. The small firms would then be forced to pay higher wages than they can 
absorb or employ people inadequate to the job. Either alternative would force 
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many small firms out of business, particularly in areas adjacent to large trmis, 
with the result that, before economic adjustment by transition from large to 
small store could be effected, there would be such a reduction of retail and serv- 
ice establishments as to seriously cripple the distribution machinery. 

Manufacturers are concerned with this aspect of the problem because expe- 
rience has demonstrated repeatedly that when the distribution machinery breaks 
down, the productive mechanism is paralyzed. 

Volumes could be written on this phase of the subject which we of course 
cannot take time for here. Almost every student of the retail industry, every 
economist who has studied the problem, and every association dealing with 
costs and personnel in the retail field will advise you that of all the proposals 
made to date the most dangerous ones to the retail and service industry and to 
the economy of our country are these types of proposals. 

All of the ill effects we have pointed out would exist if such a law were en- 
acted, and many more serious problems would be created that would make it 
impossible for stores to survive unless they were very large or kept very small. 

The economy of America is sound. No greater damage could be done to it 
than for the Federal Government to intervene in this tremendously important 
phase of our American way of life where the States and local areas are suc- 
ceeding in a manner that is the envy of every nation in the world. 

Senator Doveras. The next witness is Miss Elizabeth Magee, gen- 
eral secretary of the National Consumers’ League. 

Miss Magee is an old friend of mine. I regard her as one of the first 
citizens of the United States. She has worked in the general field of 
protection of women and children for many years. She has been 
extremely efficient and extremely unselfish. I have never known her to 
make a false statement, and she has a very high reputation. 

Miss Macer. Because of the shortness of time, would you prefer to 
have me file my statement and discuss some of it; or shall I read it in 
whole? 


Senator Doveras. I think it would be well if you would read it. 


STATEMENT OF ELIZABETH S. MAGEE, GENERAL SECRETARY OF 
THE NATIONAL CONSUMERS’ LEAGUE 


Miss Macer. The National Consumers’ League appreciates this 
opportunity to present our views on expanding the coverage of the 
Fair Labor Standards Act. Minimum wage has been on the agenda of 
our organization since the early days of this centur y: 

We were responsible for the introduction of the first State law s, and 
for much of the work connected with the long struggle in the courts to 
establish their constitutionality. We believe that minimum-wage 
laws, both State and Federal, are vital to the well-being of the Nation. 
We want to see them expanded and made more effective in helping to 
raise the standards of living for all workers. 

On March 1 when the dollar minimum went into effect, many work- 
ers suddenly awoke to the fact that they were not covered by the law. 
[ talked to a number of people who called our office in Cleveland to 
ask why they were getting 80 cents in stores in Cleveland when they 
understood the dollar minimum had gone into effect. 

Newspapers carried stories about the new minimum and emphasized 
the groups left out. The New York Times remarked editorially : 

The added protection given the workers today throws into sharper perspective 
than ever the plight of those who have not been given any * * * It is not only 


unfair but inhuman to fail to give all our low-paid workers the equal protection 
of the laws. 


We agree. 
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Your committee is familiar, 1 am sure, with the statistical estimates 
on coverage. A little over a ‘half of the w age and salary workers in 
private employment in the United States—approximately 24 million 
out of a total of 44 million—have the protection of the law. 

You are familiar, also, with the groups which are in interstate com- 
merce, but specifically exempted. At least 5 million additional workers 
could be covered by the removal of these exemptions, without con- 
sidering those who could be added by amending the language of the 
act to include employees of establishments “affecting commerce.’ 

Senator Doveras. You are saying that even without making the 
language similar to the National Labor Relations Act, you would in- 
clude 5 million more workers under the present definition, the present 
coverage 4 

Miss Macer. Yes. I am basing that on Department of Labor esti- 
mates which showed something ‘like 6 million altogether who were 
really in interstate commerce “but specifically exempted. Some of 
these, particularly in agriculture, might not be covered. 

Without going into further detail on statistical estimates I should 
like to discuss several of these exempted groups. 


RETAIL TRADE 


One of the largest categories is that comprising workers in retail 
trade. It isasignificant fact that before the adoption of the Fair Labor 
Standards Act, average wages in factories were lower than in retail 
stores; the situation is reversed now and average weekly wages of 
factory workers are 37 percent higher than those of retail workers. 

You, of course, are going into the whole series. 

Senator Doveias. You go back to 1938 and 1939 ? 

Miss Mager. Even further back than that the figures show, I think, 
that factory wages were lower than retail wages. 

Senator Gotpwarer. Are you basing that on weekly wages? 

Miss Mager. Yes, 

Senator Gotpwater. I think any comparison should also contain 
annual wages. Because it won’t bear out exactly. I think the factory 
worker would still have an advantage. But it would not be anything 
like 37 percent. 

Miss Mager. It is obvious we do not have enough figures in this 
field. That is the next thing I want to say. 

Senator GoLpwarrer. Thank you. 

Miss Macer. It is regrettable that the United States Bureau of 
Labor Statistics does not gather more data on wages in retail trade. 

Senator Douetas. I may say that for over a year now I have been 
writing a series of letters to the United States Department of Labor 
asking them to cover more retail employees and to break down their 
their figures for us. 

Miss Mager. Studies made by State labor departments, however, 
give some clues. Averages do not tell the whole story; it is necessary 
to study the figures for different types of stores and different workers. 

For instance, the limited-price variety stores in every State for 
which data are available show a high proportion of low-paid workers. 

Following are some examples from recent studies: 
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In Illinois (1954) 25 percent of the women and male minors 1 
varie ty stores received less than 67 cents an hour, 35 percent less than 
75 cents. 

In North Carolina (1955), 81 percent of the employees (men and 
women) in variety stores received less than 70 cents an hour. 

In Maine (1952), the median wage for women in these stores was 
55 cents; 91 percent were paid less than 75 cents. 

In New York (1951), 25 percent of the women workers in variety 
stores outside the metropolitan areas received less than 65 cents an 
hour. (New York now has a wage order providing for 75 cents for 
all retail trade. ) 

When Secretar ¥ of Labor Mitchel] appeare d before this committee 

| April 14, 1955, he proposed that coverage be extended by adding 
the employees of chainstores, chain hotels, and other multistate enter 
prises. 

He estimated that department-store chains account for 37 percent of 
department-store employment; limited price variety store chains 
more commonly known as “dime stores”) emp loy 71 percent of all 
he employees in such stores, and chains employ 35 percent of the total 

ee in food stores. The removal of the retail exemption would 
with one stroke bring the benefit of the law to many low paid workers. 

It is not the average, it is not even the median, it is the number and 
he precentage of those that come below a certain wage which are 

significant. 

Senator Doveras. It is true, is it not, that the low price or limited 
price variety stores, the stores formerly called 5-and-10-cent store 
probably have the lowest wages in the retail trade / 

Miss Mager. Yes; 1 think that is undoubtedly true. 


HOTEL WORKERS IN INTERSTATE CHAINS 


It is estimated that 48,000 hotel workers, constituting 11 percent of 
the total employment, are employees of interstate firms. These could 
be covered by the removal of the exemption for local service workers. 

A study of wages paid in hotels in 17 cities in July 1955 made by 
the Bureau of Labor Statistics shows great discrepancies in wages for 
the same jobs. The average wage for women dishw: ishers in Birming- 

iam, Ala., was 30 cents an hour. The *y made this study, as I remem 
: 4 it, of hotels which had 50 or more e mployees; and in most cities, 
they covered all the hotels which had 50 or more employees. So, it 
Was a very representative group. 

In Houston, the average wage for women dishwashers was 32 cents 
an hour; in New Orleans, 35 cents; in Philadelphia, 82 cents; in San 
Francisco, $1.34. 

Average wages of elevator operators in hotels (both men and wo- 
men) ranged from a low of 31 cents in Birmingham to a high of 
$1.33 in San Francisco. Chambermaids (some of whom get tips), 
averaged 31 cents, 35 cents, 80 cents, $1.27, depending on location. 

Incidentally, it would be interesting to know to what extent the 
rates charged to patrons by chain hotels show similar differentials in 
these cities. It is not surprising that hotel associations oppose mini- 
mum wage under State laws, as well as under FLSA. 
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Yesterday, Mr. Packard from Mount Vernon, Ohio, aepeneen, rep- 
resenting the American Hotels Association. And he said: 
where a need is felt for minimum-wage legislation, States have enacted such laws, 


and we in the hotel business have got along satisfactory to date under the juris- 
diction of State regulations. 


I consider that in relation to the experience in Ohio quite an under- 
statement. The Hotel Association of the State of Ohio since 1933 
has consistently opposed minimum wage, first the enactment of the 
law, and second, every wage order that has been proposed to cover 
hotels and restaurants. 

Senator Gotpwarter. In the State ? 

Miss Macer. In the State. 

The lobbyists for the association have appeared at every hearing 
that has ever been conducted by the director of industrial relations 
considering revision of the orders. The order which was promulgated 
by the director in 1950 provided for 55 cents for nonservice workers— 
that is, the people who do not get tips—40 cents for waitresses and 
service workers. 

The secretary of the State Hotel Association appeared personally to 
oppose that increase. He has appeared to my knowledge in every ses- 
sion of the legislature, at public hearings, with the exception of last 
year when no opposition appeared—the opposition worked behind the 
scenes—every time that a bill has been in to set a statutory minimum 
rate. 

In 1950, 2 weeks after the order was promulgated by the director 
providing 55 cents and 40 cents for this category, a restaurant owner 
filed a case in court which was not settled until 1955. The order was 
thrown out on a technical point of procedure. So that there is now 
no minimum wage in the State of Ohio affecting hotel and restaurant 
employees. 

The association itself—and I am not, of course, holding Mr. Packard 
responsible for this—but the State association in its official bulletin 
at the time when the constitutional question was still unsettled, said 
that they had financed the appeal to the courts, which was not success- 
ful in Ohio. But they had intended to carry it on to the Supreme 
Court if the State of Washington case had not been settled first. 


TELEPHONE WORKERS 


Telephone operators in exchanges of less than 750 subscribers are 
now exempt from the provisions of the act. This exemption was not 
in the original law, but was added in 1939, applying then to exchanges 
of less than 500 subscribers. In 1949, the exemption was increased to 
750. The argument used was that since farmers were more prosper- 
ous, they were using more telephone service; therefore, the same ex- 
changes had more subscribers and must have the continuing exemption. 

In the 1955 Senate hearings testimony was presented by a woman 
operator from an exchange in Iowa which had 300 subscribers. She 
testified that the beginning rate for operators was 50 cents per hour 
and that after 6 years of service she was receiving 63 cents an hour. 
Data presented by the Communication Workers of America as to 
their contracts with independent telephone companies showed that in 
exempt exchanges many operators were receiving less than 75 cents, 
even under union contracts. 
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CANNERY WORKERS 


Cannery workers suffer a double handicap as a result of exemptions 
in FLSA. Overtime rates after 40 hours do not apply to them during 
14 weeks of the year and only after 56 hours during an additional 14 
weeks. Those canneries and processing plants which are in the “area 
of production” are completely exempt from protection of the law. 
Over 200,000 workers are in this category. 

A special survey made by the Wage-Hour Division of the Depart- 
ment of Labor in 1952 showed that these exempt establishments had an 
iverage wage of 84 cents in the North and West and 71 cents in the 
South. In the exempt fruit and vegetable establishments 26 percent 
nthe North and West and 61 percent in the South were paid less than 
+o cents. 

Again the lowest paid workers stand to gain from removal of 
exemptions. 

AGRICULTURAL WORKERS 


Wages for farmworkers present a special problem because of the 
veneral practice of exempting agricultural workers from all labor laws 
ind also because of wide geographic variation in wages paid, 

The President’s Commission on Migratory Labor made a study in 
1951 of agricultural and industrial wage rates, which showed the 
widening inequity in wages paid to hired farm laborers and factory 
labor. The Commission found that during 1910 to 1914, the period 
selected by Congress as the base for the farm-parity price system, farm 
wages were two-thirds of factory wages. 

In 1950, while factory workers’ hourly earnings averaged $1.45, 
farm workers’ hourly earnings averaged 55 cents, or only a little over 
one-third. 

Unlike industry, where geographic wage differentials are becoming 
progressively narrower, geographic differentials in farm wages have 
actually widened. The Commission considered it significant that the 
regions in which farm wages are far below the national average are 
the regions containing the States in which the major portion of the 
postwar foreign-labor contracting has entered. 

Senator Dovetas. That is very interesting testimony. Do you think 
this is partially due to the growing disappearance of the hired man 
of native stock who used to work on the small general farm, and the 
fact that now the farm tends to be much larger ? 

Miss Macer. It is, of course, a very complicated business related 
to the development of the one-crop large scale farm, and to the use of 
migratory workers. And we believe it is related to overuse of contract 
workers. 

A study made recently by Prof. Varden Fuller, professor of agri- 

ultural economics of the University of California, assisted by special- 

ists from the State agricultural experiment station entitled “Domestic 
ind Imported Workers in the Harvest Labor Market in Santa Clara 
County” verifies this trend. California has much higher wages than 
many of the other States. In 1947 there was a difference of 51 cents per 
hour between the average hourly wage for farm work and average 
hourly earnings in manufacturing in California; in 1954 this differ- 
ential had increased to $1. 
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Apparently this situation has something to do with the alleged difli- 
culty encountered in securing an adequate and satisfactory supply of 
domestic farm labor. The report concludes that if greater stability 
and reliability in the citizen labor supply is to be sought, the terms of 
employment will have to be made more near ly competitive with other 
alternatives that are available to citizens. 

Senator Gotpwarer. I would like to inject something there, because 
we use the Mexican labor in the Southwest. Our farmers do not like 
this, but it is almost impossible today to get what we call “stoop” labor. 
Now, the hourly wage rate might have something to do with that. 
But the prev ailing wage on short st: aple cotton is $3 a hundred, and 
a good picker can pick ‘bet ween 600 and a thousand poun ids of cotton a 
day: and with a family, they usually earn $20 to $25 a day. But even 
that is higher than a family can earn in the aircraft industy in Cali 
fornia. We can’t attract domestic workers; we still have to go to 
Mexico for the nationals. We don’t like it. 

The suggestion has often been made—and I have discussed it with 
the heads of our unions out there who are vitally interested in this— 
suppose We put wages up on an hourly basis. You are merely raising 
the cost of goods to you people who live in the East, the cost of cotton 
and everything else. It is a question of whether it gets out of propor- 
tion and whether we wind up with that man on the bottom again, only 
on a higher level. 

Mis Macer. Is there much mechanization in cotton ? 

Senator Gotpwater. Yes. Cotton, in fact—I think we look forward 
to the day on the western fields when the man will merely drive the 
machine. About all they are used for today is cleanup. But even at 
that, they still pick a good load of cotton. 

Miss Macrr. Periodic ally, the Congress has before it the problem 
of renewing the arr: angements with Mexico for bringing in contract 
workers. We believe that many of the reputed short tages of labor 
in the areas using contract Mexicans are artificial shortages, because 
of the low wages ‘offered for the jobs. Moreover, this situation forces 
many American citizens to migrate in order to find jobs with decent 
wages, and in so doing, they add to the stream of migratory workers 
who go from those areas to other parts of the country w vith ver y serious 

results for their families and bringing many problems into the States 
into which they migrate. 

Last year, for instance, appearing before one of the committees of 
the Congress on the renewal of the Mexican agreement, we put into the 
record data from the Texas Bureau of Employment Security which 
showed that about the same number of contract workers were brought 
in from Mexico as the number who migrated from Mexico into the 
Central States and Northern States, to work in agriculture. 

The President’s Commission on Migratory Labor considered this 
issue a matter of important national policy. The Commission said: 

Shall we continue indefinitely to have low work standards and conditions of 
employment in agriculture, thus depending on the underprivileged and the un- 
fortunate at home and abroad to supply and replenish our seasonal and migra- 
tory work force? Or shall we do in agriculture what we have already done In 
other sectors of our economy—create honest-to-goodness jobs which will offer a 
decent living so that domestic workers, without being forced by dire necessity, 
will be willing to stay in agriculture and become a dependable labor supply? AS 
farm employers want able and willing workers when needed, so do workers want 
reliable jobs which yield a fair living. 
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Extension of minimum wage to large-scale agri 
n the direction of improving such standards 
The proposals before this committee for cove! ing far mworkers would 
ip yply only to the so-called factories in the fie ld. Minimum wage 
standards in these oper: itions would be a protect on to the fan uly type 
farmer against competition of those paving low wages. 


culture 1s one step 


STATE MINIMUM WAGE LAWS 


The question is naturally raised as to W hether State laws c; 

re of minimum wage for all those not covered by the k ede ral 
It is conceivable that they could, but at the same tim » it is obvious 
that they donot. Thisis another example of States rights versus States 
responsibilities. 

There are minimum wage laws in 29 States, and in Alaska, the Dis 
ict of Columbia, Hawau, and Puerto Rico. Most of the laws app] 
mly to women and minors, although in 7 States they 
men and women. In 8 States there are statutory rates ny. 
‘rom $1.25 a day in Arkansas to 90 cents an hour in Massachusetts 
In most States rates are set by wage boards for specific industries, and 
there is no minimum wage in effect unless a wage order had been issued 
for the industry. 

Looking at specific wage orders, we find that approximately one- 
fourth of the wage and salaried employees in retail trade work in 
States which have wage orders for this employment or statutory 
minima. However, many of these have rates below 75 cents: In Ari- 
zona and Colorado the rate is 55 cents; in Kentucky, 50 cents; in Wis- 
consin, 45 cents; in New Jersey, 60 cents; in Minnesota, 56 cents. 

Although the constitutionality of State minimum wage laws was 
esti ablished by the United States Supreme Court in 1937, there are 
continued attacks on orders issued under them, frequently on techni- 
cal grounds. 

Three State court cases are of special interest. In Ohio the order 
for hotels and restaurants was invalidated by the court of common 
pleas of Franklin County in April 1955. The basis of the decision 
was the failure of the director of industrial relations to comply with 
the provisions of the Administrative Procedure Act. Obviously, the 
restaurant owner who brought the suit a few weeks after the order 
was issued in 1950 was not interested in whether a notice of public 
hearing had been given 15 or 30 days in advance; it was the order 
itself, providing 55 cents an hour minimum (only 40 cents for wait- 
resses) to which he objected. 

The Supreme Court of Minnesota in November 1955 handed down 

split decision throwing out a 75-cent order for retail trade. The 
ction was based on the alleged failure of the industrial commission to 
set up rules for the guidance of the wage board. Considerable weight 
was given also to the fact that Miss Florence Burton, retired director 
of the division of women and children of the State labor department 
had served as a public member of the retail trade board. Presumably, 
she was considered to be prejudiced because she believed in minimum 
wage. 

The court ch: illenge in New Jersey followed the approval by Com- 
iiissioner Holderman last October of a minimum wage order of 85 
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cents an hour for laundries and dry-cleaning plants. The suit ques- 
tions the constitutionality of the section of the law which allows the 
commissioner to set overtime rates. The Consumers’ League of New 
Jersey and the national league, through Attorney Roger Hinds, have 
joined in sponsoring an amicus curiae brief in defense of the law. 

Since the first of this year New Mexico’s minimum wage law, adopted 
in 1955, has been declared unconstitutional by a district court. It is 
an unusual law in that it provides two statutory rates: 50 cents an 
hour for service trades (hotels, motels, laundries, cleaning establish- 
ments, bakeries, and gas stations) ; 75 cents for other lines of work. 
The court decision found that this constituted discrimination against 
employers who were required to pay 75 cents. 

In a number of States which have minimum wage laws they are 
ineffective because of neglect on the part of officials, active opposition, 
and inadequate appropriations for enforcement. 

We need stronger State laws to take care of workers in establish- 
ments which are purely local and intrastate, while we push ahead to 
extend coverage of the Federal act to all whom Congress can protect 
under the commerce clause of the Constitution. 

I think it is significant to consider the fact that the Social Security 
Act, which was enacted a year before the Fair Labor Standards Act 
has gradually been extended and improved by congressional action, 
so that its benefits reach a larger and larger proportion of the Nation’s 
families. 

By contrast, amendments to the Fair Labor Standards Act have 
narrowed rather than widened the coverage of the act. In the 18 years 
since its adoption, the Fair Labor Standards Act has proved its value. 
There is no valid reason for continuing to deny its benefits to millions 
of our workers. 

In closing, I would like to emphasize the great public stake in this 
issue. The prosperity propaganda of the day should not blind us to 
the fact that there are too many families deprived of the means of a 
decent standard of living. Poverty is at the root of most of our social 
problems. Take the matter of health. I served in 1952 as a member 
of President Truman’s Commission on the Health Needs of the Na- 
tion. Evidence was presented to us showing that infant mortality 
rates in the States with lowest per capita income were 50 percent great- 
er than in the States with highest per capita income; maternal mor- 
tality rates were more than twice those in the highest per capita States. 
These facts come from a study made by the American Academy of 
Pediatrics, with the cooperation of the Children’s Bureau and the 
Public Health Service. 

Senator Dovetas. I think the first studies produced by the Chil- 
dren’s Bureau some time around 1914 or 1915 included a study of in- 
fant mortality in Johnstown, Pa. Johnstown is interesting in this 
respect, because the workers in the steel mills live in the valley, and 
those who hired lived up on the hill. And they found the infant mor- 
tality rate was approximately three times as great in the valley as on 
the hills. That is, the public health districts were such that they 
didn’t differentiate between the income. The rates in both hill and 
valley have been reduced since then—as I remember it, they were 252 
in the valley, and perhaps 80 on the hills. 

Still this is largely true, though not with the same differentials as 
40 years ago. 
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Miss Macee. That is right. The advance in public health is great. 

Examples could be multiplied to show the social results of low living 
standards. 

We have made tremendous strides in producing the goods needed for 
the well-being of our people. Our problem is one of better distribu- 
tion, so that this abundance is shared by all. Minimum wage is one 
instrument which can be increasingly useful, if made to apply to more 
people. We sincerely hope that this committee and the Congress will 
give its speedy approval to making the benefits of this act available to 
the many low-paid workers still without its protection. 

Senator Doveias. Thank you very much. I have just a couple of 
questions I want to ask you. 

In the past you have worked for State minimum wage standards. 
And you have concentrated, I think, most of your efforts on the States. 
Now, do you have any qualms about this / 

Miss Mager. Not the slightest. I was astonished to hear somebody 
say that nothing much had happened since 1938 to change the picture. 
We certainly have changed in our whole economic life. I think that 
the reason that we all emphasized State minimum wage laws in the 
early days was that that was all we could get. The reason we worked 
for laws for women and minors was, again, that these were all we could 
get. 

The constitutional clause was hanging over the whole area. I feel 
that the Federal and State laws supplement each other. I think the 
history of State minimum wage is very discouraging. 

Senator Doveras. Discouraging ¢ 

Miss Macee. It is discouraging. I mean that the laws that are in 
existence and have operated well and have resulted in good minimum 
wage protection are very few. But I think it is a problem that is in- 
volved in the makeup of our State legislatures and in the attitude to- 
ward adequate appropriations for labor departments. There are a 
great many complicated problems in the success of a minimum wage 
law once it is on the statute books. 

I think our experience in Ohio has been very dramatic. We got it 
passed in 1933. For 2 or 3 years it was very effective. Since then it 
has been almost a dead letter because of neglect and opposition. 

Now, in New York, they have done an excellent job. In New Jer- 
sey they are beginning to do an excellent job for the first time in 
many years with the result which Commissioner Holderman reported 
to you on Monday. California has practically always done well on 
it. But many of the States still have these low minimums, or they 
have not covered some of the workers and made no effort to. 

Senator Dovcias. Why do you think the Federal Government could 
do better ? 

Miss Macer. Because it has done better under the Fair Labor Stand- 
ards Act. I mean it has certainly done a much better job of enforce- 
ment in my opinion. And in covering the ones that are covered, I 
would say that the whole thing has been more effective. And it has 
been effective in States which have no minimum wage laws. 

I think that we need both of them. And I see no interference with 
the States in widening the Federal coverage. 

I had considerable correspondence this last winter with people who 
enforce the minimum wage laws in the 26 States. And I found that 
nearly all of them felt that extending the coverage of the Federal act 
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would be a help to them. Very few felt that it would be an inter 
ference. 

Perhaps one or two thought it might be confusing if there were 
different rates in retail trade. 

Senator Douctas. I could raise that level. Suppose we have a Fed- 
eral minimum wage law with a rate of X cents, let us say, to retail 
trades for firms of a given size or interstate firms, to adopt the pre- 
vious suggestion and that the State rates for the firms which are of 
smaller size would be, say, only three-quarters of that. 

Miss Macrr. You mean, what do you think would happen ? 

Senator Doucuas. Yes. 

Miss Macrr. Well, I think that some of the State orders would be 
changed. For instance, New York is now in the process of revising 
most of their orders. And that is a direct result of the dollar mini- 
mum. And they are hoping to get a dollar minimum for their intra- 
state establishments. 

Now, I think something like it might happen. I don’t know. I 
mean I cannot prophesy beyond that. But I think it would have an 
effect. Of course, it would depend also on the general economic situa- 
tion and the labor supply. 

Senator Doveras. Does this give you any pause, the fact that the 
Commerce clause provides Congress can regulate commerce between 
the several States ? 

You remember that in the Schecter case, the Supreme Court denied 
the power to fix minimum prices and with it minimum wages, in the 
poultry selling industry—thus indicating, I believe, that the chickens 
have come home to rest as well as to roost. Now, do you think that 
retail trade can be brought under the heading of interstate commerce 
between the States since the purchaser is in the same State as the 
store which sells? 

Miss Macer. Of course, that is a legal question which I am not 
competent to answer. But just looking at it this way: Testimony 
that was given earlier this week about "A. & P. and various kinds of 
chain stores—it seems to me they are obviously in interstate commerce. 
They have several thousand units all over the United States. But 
what the legal interpretation would be is something else. 

Senator Doveras. Now, another question I would like to ask is: 

Y our league, which I think is one of the finest organizations in the 
country, has generally advocated fixation of wages not by statute 
but by wage boards. 

Now, have you had any change of opinion on that ? 

Miss Macer. Yes, I have. I still believe that wage boards are 
valuable, because they can work on the refinements in a particular 
industry. Take hotels and restaurants—tips, uniforms, meals, and 
lodging enter into it—a wage board can deal with some of those things 
more successfully than the statutory rate. We officially favor a com- 
bination; that is, a statutory rate, plus wage boards which can 
make adjustments. Our historical reason for being for wage boards 
is that minimum wage came in the first place, from the Australian 
and the British experience, where the wage boards acts did not 
contemplate any statutory wage. But several things have happened. 
One is the passage of the Federal wage-hour law. And the other is 
the problem of moving quickly enough in some of the States to cover 
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| people. This experience has led us to believe th: 

rtue in the statutory rate plus wage boards 

Senator DoucLas. Senator Goldwater / 

Senator Gotpwarer. I would just like to ask Miss Magee 
would suggest handling a Federal minimum wage equally 
States ¢ 

Now, we have an example cited by vou of a dishwasher i 
Francisco who makes $1.54 an hour and a woman dishwasher in 
Birmingham who makes 30 cents an hour. Would vou have the woman 
n Birmingham paid $1 an hour 

Miss Macer. I looked up, Senator Goldwater, the difference in the 
cost of living as between some of those cities: and I found that 
cording to the Bureau of Labor Statistics figures, which. of course, 
vou considered at great length last vear, there was a differential of 
only a few dollars a week. It seems to me we have to have Federal 
standards, and then through collective bargaining and other ar 
rangements, wages can he increased above that Federal minimum. 

But I don’t like the idea of a minimum which is altered by regis 

Senator Gotpwater. Then you would be for a flat rate ¢ 

Miss Macer. Yes. 

Senator Gotpwater. Now, I just looked up in this book that I 

ive before me, the staff report, on this subject. I 1 in Illinois that 
average hourly earnings in all retail trade is $1.06.) And in O] 
$1.05, if you count men in. And it is 94 cents for women. I do not 
sav that to defend the level. But so often it is easier to take the 
figures of 55 cents and 65 cents and assume that the States themselves 
have stood still in this deal. I think you will find in studying this 
that with the exception of the Southern States—and I do not include 
ill of them—that the retail per-hour wage has kept well up with 
the development of industrial wages in the same area. 

When we look at the annual salaries, we tind a very close relationship 
between the industrial salary on an average and the retail salary. 
Because if there is a field in this country where a person has fairly 
sure secure employment 12 months of the year, it is in the retail field. 
That is a factor that I think all of us must consider when we 
about hourly rates. 

Mind you, again, I believe that a dollar is a good minimum for 
retailers to pay. But 1 do not think that the Federal Government 
should impose it. 

Miss Mager. The reason I brought in the figures I did of the mini- 
mum rates actually paid rather than averages, was that these are more 
significant really for minimum wage than averages or medium. We 
need to know the other thing. 

Senator Gotpwater. I don’t quite agree with vou. Because we all 
Know in politics that to change a law, whether it is a Republican or 
Democrat, is almost an impossibility. Some of these States enacted 
minimum wage laws—mine was one of the first States in the Union to 
enact a Fair Labor Standards Act 

Senator Dovucias. That was when George W. P. Hunt 
Governor. 

Senator GotpwaTer. Yes. And he wasa Democrat too. He was one 
of the best Governors I have ever seen. But at the time 55 cents seems 
to be a very high wage. I can remember the hue and cry that went up. 
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Yet today it is insignificant. I don’t think it is always fair in pre- 
senting what the picture is to use the existing law. I think we can 
rightly criticise those things. 

Miss Macrr. The existing minimum wage rates show the limitation 
of the protection in those States. I went over the statistics for the 
employed workers in retail trade in those States and estimated that 
one-quarter of them were covered by some kind of wage order or 
statutory minimum, But many of those, even within that quarter, 
were very low, too low to be a proper protection. I certainly agree 
with you that that does not represent what all are actually paying. 
But it shows the protection, which is after all the point of minimum 
wage, to keep the floor below which wages cannot go. 

Senator Gotpwater. I can see your point. And as a member of the 
retail trade I am ashamed of those members of my profession who have 
resorted to those minimum wage orders and then used those as the 
floor and ceiling. But those are not in the majority by any means. 
We do not like that any more than you do. 

That is all I have. 

Senator Doveias. Thank you very much, Miss Magee. 

The final witness of the morning will be Dr. David Dolnick, researc) 
director, Amalgamated Meat Cutters and Butcher Workmen of 
America. 


STATEMENT OF DAVID DOLNICK, RESEARCH DIRECTOR OF THE 
AMALGAMATED MEAT CUTTERS AND BUTCHER WORKMEN OF 
NORTH AMERICA, AMERICAN FEDERATION OF LABOR-CONGRESS 
OF INDUSTRIAL ORGANIZATIONS 


Mr. Dotnicx. My name is David Dolnick. I am research director 
of the Amalgamated Meat Cutters and Butcher Workmen of North 
America, affil’ ated with the American Federation of Labor-Congress 
of Industrial Organizations. 

This international union is in its 59th year of existence. It has a 
membership of more than 350,000 men and women of every race, creed 
and national origin who reside in every one of the 48 States of this 
country and in Alaska, Hawaii and Canada. More than 500 local 
unions affiiliated with this international organization have been 
chartered. The membership of the union work in slaughtering and 
meat packing plants, in wholesale meat supply houses, in branch 
houses, retail markets, poultry and egg plants, creameries, canning 
plants, tanneries, fisheries, animal and vegetable oil refineries and other 
allied industries. 

The international officers and members of the executive board are 
vitally interested in the Fair Labor Standards Act. They seek equal 
economic treatment for all workers. They stand firmly opposed to 
substandard living standards. They believe that much of the sub- 
standard living standards can be eliminated by extending coverage of 
the Fair Labor Standards Act to the millions of workers now excluded 
and by eliminating the exemptions now existing. 


COVERAGE 


Big business today not only dominates the meat packing industry. 
but is today firmly established in such other food industries as retail 
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food trade, canning, fishing, poultry and egg, and other allied busi- 
nesses. Yet employees of these food industries are treated as second- 
class citizens. They are either not protected by the provisions of the 
Fair Labor Standards Act at all, or they are burdened with special ex- 
emptions that do not give them the full benefits that are given workers 
in other industries. These exclusions and limitations have not only 
deprived the workers in these industries of major benefits enjoyed by 
other workers, but have interfered with collective bargaining. Par 
ticularly is this true in retail trade. 

A large part of the business done in the sale and distribution of food 
is by large corporations operating in multiple-store locations and doing 
business in the billions of dollars. In 1954, 8 of the larger food chains 
in the country sold more than $9 billion of food products—or 22.6 per 
cent of all the food sales in this country. Except for the year 1950, the 
percentage of sales of these eight large food chainstore companies has 
increased steadily. Their share in total food sales increased 23.5 per 
cent from 1939 to 1954. Significant, too, is the fact that three of the 
larger chain food store companies increased their share in all food 
sales from 14.8 percent in 1939 to 17.1 percent in 1954. While food 
sales generally increased 310 percent between 1939 and 1954, food sales 
in the 8 larger companies increased over 400 percent in the same period. 


Sales of all food stores compared with sales of 8 and & 
corporations 


food chainastore 


All food 
stores 


Millions | 
$41, 640 
40, 776 
39, 768 
37, 632 
36, 936 
10, 728 
10, 156 


A. & P., Kroger, and Safeway. 
2A. & P., Kroger, Safeway, American Stores, First National, Food Fair 


Sources: Sales in all food stores from regular series of U. S. Department 
e as reported in Moody’s Industrial Manual. 


Mr. Dotnicx. It is well for the benefit of this committee to review 
1 some detail the extended operation and business done by some of 
the larger and leading national retail chain food store companies. 

The Great Atlantic Tea Co. controls the stock of subsidiary com- 
panies operating 4,650 food stores in 40 States and the District of 
Columbia, as well as 2 provinces in Canada. These stores are supplied 
from 37 general warehouses and a number of meat, fish, and butter 
warehouses. The corporation’s subsidiaries also operate 35 bakeries, 
4 salmon canneries in Alaska, 6 manufacturing plants, 3 cheese plants, 
2 milk processing plants, a creamery, 9 coffee roasting plants, 4 laun- 
dries, and a printing plant. Its combined annual sales for 1954 were 
$4,140 million. 

Safeway Stores, Inc., operates 1,825 stores in 23 States, the District 
of Columbia, and Canada. This company and its subsidiaries also 
operate 33 principal grocery warehouses, 24 produce warehouses, 18 
bread bakeries, 11 fluid-milk plants, 7 coffee roasting plants, 11 meat 
distributing warehouses, 9 ice-cream plants, an evaporated-milk plant, 
4 dressing plants, 2 fruit and vegetable canneries, 2 cracker and cookie 
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bakeries, 4 cake bakeries, 24 egg-candling plants, a gelatin-dessert 
plant, a candy factory, 4 jam and jelly manufacturing plants, 3 bleach 
plants, 3 soft-drink bottling plants, a poultry dressing plant, 4 meat 
processing-slaughtering plants, a soap plant, a wine bottling plant, 6 
butter plants, 3 cheese plants, a cereal plant, 7 produce packing plants 
and 19 miscellaneous warehouses. It reported sales for 1955 which 
added up to a total of $1,932 million. 

The Kroger Co. operates 1,576 stores in 19 States. It operates, in 
addition to the retail markets, bakeries, dairies, meat distributing 
plants, food processing and packing operations, a peanut plant, an 
evaporated-milk plant, and other auxiliary operations. 
for 1955 were reported at $1,219 million. 

The National Tea Co. operates 746 stores in 10 States. It has ware- 
houses in Chicago, Milwaukee, Detroit, and Minneapolis and, in each 
of the cities, the company operates bread and cake bakeries and roasts 
coffee, manufactures peanut butter, salad oils, preserves, extracts, and 
soft drinks. The company and its subsidiaries also own and operate 
cattle feed lots and two slaughtering and meat processing plants, one 
at Denver, Colo., and another at Fergus Mall, Minn. It reported gross 
sales of $576 million for 1955. 

The American Stores Co. operates 938 stores in 7 States and the 
District of Columbia, and it also operates warehouses, bakeries, fruit 
and vegetable packaging plants, a milk evaporating plant, and 2 
slaughtering and meat processing plants, 1 at Lincoln, Nebr., and 1 at 
Pueblo, Colo. Gross sales for 1955 were an estimated $652 million. 

The First National Stores, Inc., operates 702 stores in the New Eng- 
land States of Massachusetts, Connecticut, Rhode Island, Maine, New 
Hampshire, Vermont, and New York. It has warehouse branches in 
Providence, R. I., and Bridgeport and East Hartford, Conn., and it 
also operates a creamery and an evaporated milk plant. Its sales for 
1954 were $471 million. 

Food Fair Stores, Inc., operates 210 stores in 7 States on the east 
coast from New York to Florida. Total business for 1954 was $410 
million. 

Jewell Tea Co., Inc., confines its 179 retail store outlets largely 
to Illinois, but it also does door to door selling in 42 States and the 
District of Columbia. It has a small manufacturing and distributing 
warehouse in Los Angeles, Calif., and owns route buildings in Toledo, 
Ohio; Fort Worth, Tex.: Wichita, Kans., Oakland, Calif., as well as 
Los Angeles, Calif., and Barrington, Tll. It reported sales of $307 
million for 1955. 

There are literally thousands of smaller food store companies operat- 
ing 5 or more retail outlets and doing business in excess of $500,000 
annually. They operate in several States, or within one State, and in 
most cases purchase their food products out of State. They, too, can 
be considered “Big Business.” 

Also significant is the growth of the number of supermarkets oper- 
ating all over the country. In 1940 there were only 6,175 supermarkets 
doing an annual volume of business of $2 billion. In 1955 there were 
90.537 of such markets doing more than $20 billion in volume sales. 
Sales per supermarket during this period increased more than 203 
percent. 


Its gross sales 
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Growth of supermarkets, 1940-55 


irce: Super Market Merchandising, February 1956, p. 38. 


Mr. Dotnicxk. In 1940 sales of supermarkets operating in this coun 
try were 24 percent of all grocery sales; in 1955 they were 55.1 per 
cent; an increase of 130 percent. Supermarket sales had increased 
from $2 billion in 1940 to $20.4 in 1955, an increase of 902 percent. 


Rise in supers’ share of grocery sales 


All grocer 
sak 


Source: U. 8S. Department of Commerce and Supermarket Merchandising, | 


Mr. Dotnick. Grocery sales as reported above include meat mar 
kets operated in grocery stores. Supermarkets are defined as com- 
plete departmentalized food stores with at least the grocery depart- 
ments operated on a self-service basis. 

The range of dollar volume sales to all food stores operating in this 
country shows a similar trend. In 1940 supermarkets handled 18.6 
percent of all food sales; in 1955 it rose to 46.7 percent; an increase of 
more than 150 percent. 
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Dollar volumes of sales in supermarkets and all food stores 


Supermar- All food Percent 
ket sales store sales supers to 


(in millions) in millions) food stor« 
| 


1940 $2, 000 $10, 728 
1941 , 500 12, 240 
1942 : . 3, 000 14, 7S4 
1943__- 3, 500 16, 500 
1944__. x 3, 600 17,916 
1945__. : , 500 19, 236 
1946_. 7 5, 500 | 24, 


5, f 1h 
1947__. so . : ; eo 7, 000 28, 44 
1948 __. 7, 780 30), O 

1949___ S, 50S 32, 7: 

1950._.... 10, 250 36, 935 
1951__. 12, 356 37, 632 
1952__. s 14, 006 39, 768 
1953__. r a : 16, O92 40, 77¢ 
1954__. ; 18, 200 41, 640 
1955... 20, 380 43, 637 


Source: Supermarket sales are reported in Super Market Merchandising, February 1956, p. 39. Foo 
Stores sales are from the U. 8. Department of Commerce’s regular reports. 


Mr. Dotntcx. It is clear, therefore, that the retail food industry is 
today, for the most part, big business employing hundreds of thou- 
sands men and women. It is no longer valid to consider retail food 
operations as little business entitled to special exclusions and exemp- 
tions. 

Senator Dovcias. You would say, then, that it is between the super- 
markets and the chains. 

Mr. Doutnick. Supermarkets can be distinguished from chains. 

Senator Dovueias. I understand. Between those are found the larger 
portion of food products that are handled by those two. 

Mr. Dotnicx. Yes. The supermarkets handled meat, fish, prod- 
ucts, and everything else. And I might add at this time, Mr. ‘Chair- 
man, that the meatcutter today does not have the time that he used 
to have in talking to customers. He stands in back of the store and 
does cutting all day long. He is a production man. 

The Amalgamated Meat Cutters and Butcher Workmen of North 
America represents more than 130,000 employes working in retail 
food establishments, primarily in meat departments and in meat 
markets. These men and women are covered by collective bargaining 
agreements with many hundred of employers. 

A survey of the retail food collective bargaining contracts on file at 
the international office reveals that 59 percent of our membership em- 
ployed in retail food establishments work under contracts providing 
for a 40-hour week, 2514 percent work under contracts providing for 
a 45-hour week, only 2.9 percent work under contracts providing for 
a 48-hour week, and 13.3 percent work under contracts providing for 
anywhere between 41 and 45 hours a week. 

The trend toward the 40-hour week in the retail food industry has 
been steadily increasing. .Only 5 or 6 years ago, more than 80 per- 

cent of our membership employed in this industry worked under 
contracts providing for a workweek of 45 hours and over. Many of 
the current collective bargaining contracts which extend for a term 
of 2 or 3 years provide for an annual reduction i in wor kweek with- 
out reduction in weekly wage. By the end of 1957, an additional 27,- 
063 of our membership employed i in retail food stores will be covered 
by 40-hour week contracts, and at that time more than 80 percent 
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f the total membership working in retail food establishmer 

ive their working hours limited by 40-hour week agreements 

Senator Dove.as. Do you have straight time oP provision for over 
time, or bonus | or penalty payments for overt 

Mr. Dotnick. For the most part we have time an nda half after eight 

ours In any one day. And most of the contracts—some of the con 
tracts, rather—provide for overtime after 0. Others provide 
P ‘emium after 40, which is less than the time and a half. And that 

also due to the fact that the restrictions under the law and the com- 
petition in loc al areas where you have local unorganized retail 
kets, and we have to concede the problem in order to maintain equi- 
brium in that area 

Senator Doveras. It is sometimes said that one of the chief prob 
ems created by the Fair Labor Standards Act was not so much the 
problem of the base wage but the overtime provisions. 

Mr. Dotnick. Right. 

The continued exclusion of workers in the retail industry from the 
coverage of the Fair Labor Standards Act can only serve to encourage 
iuscrupulous employers to take an unfair advantage over employers 
who bargain collectively for wages, hours, and working ee. 
. is unfair to permit one group to compete with another because of 

‘heaper labor costs.The basic purposes of the Fair Labor Standards 
Act are sound and it is the clear responsibility of the Government to 
extend its coverage to protect the workers in the retail industry. 

Millions of American workers are today excluded from the benefits 
of the act either because they come within the definition of agricul- 

ral workers or because of special exemptions. Those who work 

dustries that fall within agricultural activities are being diserim- 
nated against unjustly and to a degree which 
\merican standards. Those who work on farms and 

industries which are contiguous to farm activities are workers in 

e same sense as those who work in shops, factories, mines, and ware- 

mises, There is no valid reason whatsoever why these millions of 
\merican workers should be discriminated against. There can be 
no justification for restrictions which deny them a standard of living 

qual to that of other American workers in other enterprises. The 
pr sent law needs to be amended so that the b: sic coverage 1s extended 
to all workers regardless of where they work or in what industry they 
vest their efforts. 


in 


endangers basic 
Ose who work 


MAXIMUM HOURS 


Equally deserving of the Government’s attention are the tolerance 
weeks and overtime exemptions provided for by the Fair Labor Stand- 
ards Act. These permit an employer to operate without overtime pay- 

ments for 14 weeks of the year and, in some cases, two 14-week pe riods 
with overtime payments only after a 12-hour workday or a 6. hour 
week. These exemptions have brought about a tremendous e xodus of 
people already compelled to live on low wages and on substandard 
conditions. This condition exists in the canning and in the poultry 
nd egg processing industries. And I think you will find that too 
is a low- paying industry. And there too they need the additional 


provision in order to maintain their standard of living. 


Senator Dovetas. Now what is the provision which you think they 
should have? 
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o 


Mr. Dotnicx. I think there too they should receive the coverage 
under the act. And they should receive the—the tolerance week 
should be eliminated. They should receive overtime 12 months a year 
and not just any other exemption periods. 

The annual earnings in canned and preserving for a year-round 
average employmet of 197,200 in 1955 was only $2,931. During the 
height of the season, the Bureau of Labor Statistics’ average number 
of workers in 1955 was 287,000. They earned annually an average of 
only $2,014. 


Average annual earnings of canning and preserving workers 


Average number of production workers in July to October 

perio : 308, 000 287, 000 
Average number of production workers for full yea 207, 000 194, 400 
Total annual payrolls $572, 355,000 | $551, 707, 200 


Average annual earnings of workers on July to October payroll 58 1, 922 


Annual] earnings of full-year employees-__- 2, 765 2, 838 


Mr. Dotnick. The average hourly earnings in the canning and pre 
serving industry in 1947 was $1.04, or 17.6 cents an hour less than the 
average for all manufacturing. In 1955 the average hourly earnings 
in canning and preserving was $1.46, and 42 cents less than the average 
for all manufacturing. Instead of improving the standard of living 
for these workers in the § years, their comparative standing declined. 


Comparison of hourly earnings in canning and preserving with all manufacturing, 
N1947-55 


Canning and All manufac- 
preserving turing 


1947... . bl. O41 
1948 a. 116 
1949 128 
1950 191 
1951_- ; 2 . ; 1. 27 
1952_- : 32 
ee a he 36 
CS Geant oe " 41 
1955 ; Sa) 


Increase since 1947 (cents) --- ia 41.9 


Source: Bureau of Labor Statistics. 


Mr. Dotnick. This is true in spite of the fact that production in 
the industry has increased considerably. Output for the same 194T 
to 1955 period has increased more than 39 percent. 
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Indexes of production, man-hours and output per man-hour in the canning and 
preserving industries, 1947-55 


{1947 equals 100] 


Production N hours Output 
Inan-i 


Sources and methods: Production, man-hours and output per mar 
rectly reported by the Division of Productivity and Technological Develo 
tistics. Production and man-hour relatives for 1954-55 were estimated fro 
ndexes of production and Bureau of Labor Statistics reports of production worker emy 


MOUS. 


Mr. Dotnicx. More significant, however, is the fact that the peak 
season in the canning and preserving industry is July, August, Sep 
tember, and October. That is when the exemption periods permitted 
under the act are usually invoked. But the Bureau of Labor Statistics 
reports that during these 4 months in the year 1955 the average weekly 
hours worked was less than 40. There is little or no reason to retain 
the 1 or 2 exemption periods. If employers in this industry wish to 
avoid overtime pay, they may work 2 or 3 shifts a day and increase 
the work force. 

In any event it is obvious that the cost of meeting full overtime re- 
quirements of the Fair Labor Standards Act would be minimal for 
the entire canning and preserving industry. Averaged out over the 
industry such costs could add only 3 or 4 cents per hour to industry 
payrolls during 3 or 4 months. 


Hourly earnings, dollar value produced per man-hour, and labor cost per dollar 
of output in the canning and preserving industries, 1947-55 


Volume per man-hour 
Hourly 
earnings 
In current 
dollars 


Sources and methods: Hourly earnings are from the regular Bureau of Labor Statistics series. Dollar 
olume per man-hour (col. 2) is total 1947 shipments of the industries divided by man-hours as reported by 
census of manufactures. This 1947 volume was adjusted year by year in line with the output per man-hour 
dex shown on the previous table. Volume expressed in current rather than 1947-49 dollars (col. 3) 
timated by applying the Bureau of Labor Statistics wholesale price indexes for canned and frozen fruit 
i vegetables, and canned fish to the dollar totals in col. 2. Labor cost estimates (col. 4) are col. 1 total 
livided by col. 3. 


Mr. Dotnick. Significant, too, is the fact that while labor cost per 
dollar of shipments in the years 1947-49 averaged 14.8 cents, in 1955 
it was 14.3 cents. 
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Pcak-season employment in the canning and preserving industries 


Weekly hours 


ae ; as i Pa 263, 900 
August-. aa ; , $42, 700 
September_. en : . 371, 800 | 
October... 7 pail oes : . 153. OOO 


July ase 2 234, 600 
August... pean we 319, 600 
Septem ber oacu $47, 200 
October... . 2 244, 2K 
July . 2 232, 900 
August ; ion 327, 100 
September... iti a ee 3245, 100 
Octob 7 : 5u GOD 


Sources: Production worker employment, weekly hours, and hourly earni: 
Labor Statistics 


Mr. Dotnick. What has been said here with respect to employees in 
the canning and preserving industries applies with equal force to 
those of the poultry and egg industry. ‘They, too, are included within 
the two exemption periods provided for in the act. Our organization 
has approximately 50,000 men and women employed in the poultry 
and egg industry. Often they are employed in communities where the 
poultry y plant represents the sole source of employment. Their wages 
are relatively low. We find that those covered by collective bargaining 
agreements earn an average of between $1.25 and $1.35 an hour. It is 
estimated that those not organized into labor unions in the industry 
earn between $1.05 and $1.10 an hour. It is difficult to know exactly, 
but it is estimated that there ave 150,000 workers in the poultry-process- 
ing industry. Because of the nature of the industry itself and the areas 
in which it is located, it has been difficult to organize them into labor 
unions. ‘Those of our members working in the industry who are cov- 
ered by collectiv e bargaining agreements presently receive overtime 
payments after 8 hours of work in any one day and after 40 hours of 
work in any one week. These agreements allow for no exemptions as 
provided by law. Consequently, the employers under contract to our 
local unions operate under a higher labor cost than those employers 
whose employees are not or ganized into labor unions. Thus, the Fair 
Labor Standards Act exemption serves to Poe competition in 
lowering wages or retarding wage increases. It is also basically un- 
fair to single « out any group ‘of workers in any group of industries and 
shackle them with exemptions which materially affect their living 
standards. 

Senator Dove.as. This may seem an ignorant question. But I have 
it before me. Do you understand that the exemption primarily affects 
the standard working people? 

Mr. Dotnick. Yes. They have two exemption periods. Two 14- 
week exemption periods, one of which has no limitation and one of 
which is a 56-hour week. 

Senator Dovetas. That ison hours. Is it on wages, too? 

Mr. Dotnicxk. Yes. 

Senator Doveras. On both wages and hours. 

Mr. Dotnick. Both wages and hours, that is right. 

We recommend to this honorable committee that the Fair Labor 
Standards Act be amended in the following manner. 
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Broaden the basic coverage of the law by bringing within the 
overage of the act all firms engaging in business “aflecting commerce.” 
Coverage should be extended to all workers, including those working 
n retail establishments, fisheries, and other allied industries. Merely 
altering specific exemptions will leave still excluded a large segment 
of our working population who most urgently need equal treatment 
under the law. 

Delete from the exemptions in the present law those conditions 
which exclude retail employees, The bulk of employees in retail estab 
lishments today work for “Big Business.” We can no longer speak 
of the retail trade as a “momma and papa” enterprise. They need and 
should receive equal treatment under the law. We recommend that 

mane operating more than 5 retail stores or doing an annual 

siness of more than $500,000 be covered by the provisions 1s of the law. 

Eliminate from the law the present two 14-week exemption pe- 
! ods which apply to certain industries. Technological progress and 
\utomation, as well as improved methods of distribution, have all but 
eliminated required longer hours of work in peak season periods. We 
ave Shown that in the canning and preserving industry the average 
hours worked in the peak seasonal months of the year is a little over 

) hours. 

A number of excellent bills which would attain these objectives 
are now before the committee. We sincerely hope that you will give 
favorable consideration to these measures. We especially want to call 
your attention to S. 3310, containing amendments to the Fair Labor 
Standards Act of 1938, affecting the food industries, sponsored by 
Senator Pat McNamara. 

5S. 3310 would end the injustices now in effect for the retail, canning, 
fish processing, poultry and other food industries. 

Thank you very much. 

Senator Doueias. Thank you. 

The next meeting of the subcommittee will be on next Monday, And 
in addition to the witnesses scheduled, testimony will be received from 
Dr. Blum. 

(Whereupon, at 12:12 p. m., the subcommittee recessed, to recon- 
vene at May 14, 1956.) 
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MONDAY, MAY 14, 1956 


UNITED STATES SENATE. 
CoMMITTEE ON LABOR AND Pusiic WELFARE, 
SUBCOMMITTEE ON LABOR, 

The subcommittee met, pursuant to adjournment, at 10 a. m.. 
room P-63, the Capitol, Paul H. Douglas (chairman) presiding 

Present : Senator Douglas, Senator Goldwater. 

\lso present : Stewart E. McClure, staff director; John S. Forsythe 
general counsel; and Michael Bernstein, minority staff director. 

Senator Douatas. The subcommittee will come to order 

Che first witness this morning is Dr. Fred H. Blum 

ty of Minnesota. 

Last year Dr. Blum served : ie very efficie 
committee and made two extreme ote able report . 
the amendment of the Fair Labor Standards ht of 1938, : 
and the second report on Puerto Rico. 

These reports 1 think are models of accuracy and ability. ; 
we wanted to have a very thorough study made for the committee on 
coverage. But we had no money with which to carry on this study. 
To our great appreciation, Dr. Blum volunteered to do the study 

without fee. And the present report of 368 pages prepared by him is 
really a great contribution on the question of coverage, partic ular ly in 

e field of retail establishments. 

‘Iti is SO very rare in this world that one gets good work for nothing: 
and I think the attention of the public should be called to this fact. 
Had we asked a commercial firm of research men to prepare this report, 
it would have cost us, I am sure, over $10,000. 

If we had asked a Government agency to do it, I am sure. it would 

ive cost thousands of dollars. And the result perhaps wouldn't have 
been as thorough as that which we have now. 

4. Blum has done this work in his spare time. And he has made 
an extremely valuable contribution. 

[ want to thank you publicly, Dr. Blum, as I thanked you privately, 
for your unselfishness and also for your efficiency. A great many 

unselfish people are not very efficient. And a great many efficient 
people are not unselfish. So, it is a real pleasure to find a man who is 
both unselfish and efficient. 

Now, Dr. Blum, you have made this very thorough study, which 

will be part of the record. I would appreciate it if you would go ahead 
ind summarize the main results that you found and also some of the 
problems. I know that you approached this subject as a scientist: 

247 
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and even though you may have sympathies in this matter you do not 
allow them to color the effects which you find. 


STATEMENT OF DR. FRED H. BLUM, SOCIAL SCIENCE PROGRAM. 
UNIVERSITY OF MINNESOTA 


Dr. Brum. Mr. Chairman, thank you very much for your very kind 
words. It was a pleasure to do this report for the committee. And I 
appreciate the opportunity to be here today and to elaborate on some 
of the findings. Whenever one has finished a manuscript one gets some 
ideas that one would have liked to incorporate in the manuscript. This 
is therefore a very fine opportunity to bring out a few of the salient 
findings and to relate them to the key issues which emerged from some 
of the hearings which I attended last week and some of the records 
which I had an opportunity to look at. 

I would like to present the findings of the report in connection with 
the two major objectives of the Fair Labor Standards Act, namely, to 
eliminate substandard conditions detrimental to the maintenance of 
the minimum standard of living necessary for health, efficiency, and 
general well-being of workers; and second, to ac complish this without 
substantis illy curtailing employment and earning opportunities. 

I think we have to be guided by the twofold objective of the act. 

First I want to comment on the extent to which substandards exist 
in retailing today. The act does not define the minimum standard 
or indicate what standard should be used. Hence, there is a fairly 
wide range within which the standard could be determined. How- 
ever, I have taken into consideration the two objectives of the act in 
the very determination of the standard to be used. In other words, 
I felt that it would be unrealistic at. this time to set the standard at 
a level which would really afford a good minimum standard of living 
to a family; I have therefore taken the needs of a single woman with- 
out dependents as the standard to judge the degree to which retailing 
measures up to the objectives of the act. 

Senator Dovetas. That is, you have not taken the family stand- 
urd? You have not assumed that the single woman had dependents?! 

Dr. BLum. That is correct. 

Senator Doueias. You have merely taken the standard of a single 
woman without dependents ? 

Dr. Bium. Yes. 

Using this standard, I would like to give you first the results of the 
study and then substantiate them. The study has shown that as of 
Apr 11 1955 between one- third and one-half of all employees in retail- 
ing earned less than the minimum necessary to sustain a single woman 
without dependents. 

Now, what is the evidence for this rather broad and, to me rather 
startling finding ? 

The standard itself is the median of 13 budget studies undertaken 
by various States. All these budget studies were undertaken in view 
of minimum-wage legislation. They are related to minimum needs 
as the States see them, which are usually lower than Federal stand- 
ards and certainly much lower than the Bureau of Labor Statistics 
“City worker’s family budget.” The median budget requires a wage 
of $1.15 an hour, assuming that the employee is working 50 weeks a 
year at 40 hours a week; a wage of $1.28 an hour, assuming that the 
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employee is working 45 weeks at 40 hours a week. And a wage of 
$1.44 an hour assuming that the employee is working 40 weeks a year 
at 40 hours a week. 5, 

Senator Dovagias. Now, that would be necessary to maintain the 
standard of a single woman without dependents ‘ 

Dr. Btum. That is correct. 

Senator Dovcias. That would come to $46 a week on the 
basis, or roughly $2,300 a year; is that correct ‘ 

Dr. Bum. That is correct. 

Now, let us examine the actual earnings. If this is the standard 
which we use—and I will come back later to the question which of 
the three rates should be chosen—what are the 
retailing ¢ 

The Department of Labor has submitted last year to the subcom 
mittee estimates of the number of employees earning less than specified 
amounts in multi-State retail establishments. 
follows: 

Five percent of the employees in these multi-State establishments 
earned—in April 1955—less than 75 cents an hour; 15 percent earned 
less than 90 cents; 25 percent earned less than $1; and 50 percent less 
than a $1.25 an hour. 

It should be said first that this is an estimate. Second, this is an 
estimate relating not to all of retailing, but to part of retailing only, 
What justification is there for the validity of this estimate and for 
its use as a basis for evaluating the situation prevailing in 1955 in 
all of retailing? 

The report contains a great deal of wage data 
are summarized in table 100—— 

Senator Doueias. Your table 100? 

Dr. Buum. Yes, table 100 in the report, on page 112. No, the 
table starts on page 110 and carries over to page 113. I will not quote 
all the data given there, but I want to quote some of the most recent 
findings. 

In the State of Ohio, in March 1955, roughly a year ago, 12 percent 
of all employees in retailing earned less than 75 cents an hour. Forty- 
five percent of all employees earned less than $1 an hour. 

These figures compare with a BLS estimate of 
75 cents, and 25 percent below a dollar. 

Senator Doveras. And this was at almost precisely the same time 
as the Bureau of Labor Standards made its study, and Ohio is not 
regarded as a low-wage State. 

Dr. Bium. It is not; that is correct. But it is not as high a wage 
State as we may think, if we compare it with Illinois, for example, 
which is two columns before Ohio in table 100. In 1954 10 percent 
of all women and male minors in retailing in Illinois earned less than 
75 cents an hour, and 40 percent of all women and male minors earned 
less than a dollar. However, I must call your attention to the fact 
that whenever we take figures for women alone we get much higher 
percentages than if we take figures for all of retailing. The figures 
for Illinois would therefore be considerably lower in terms of. per- 
centage of all employees below specified rates. 

Senator Doveras. Your prior figure refers to 
women ? 


Dr. Brum. Correct. To both. 


50-week 


actual earnings in 


These estimates are as 


some of these data 


percent below 


men as well as 
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Now, I have in the report on page 116—and I am just giving you the 
most condensed findings 


the State wage surve ys arranged in ascend- 
ing order. 


The data on page 116 are for women only. ‘This has to be 
kept in mind, because these percentages are higher than the -y would be 
for retailing as a whole. For all of ret: ailing, the median value is 
about 16 percent earning less than 75 cents an ‘hour, for limited price 
variety stores about 46 percent earning less than 75 cents an hour. 
And for all of retailing, 45 percent earning less than a dollar an hour 
for limited price variety stores about 87 percent earning less than $1 an 
hour. Again these are rates for women. They are higher than the 
percentages for all of retailing. If the percentages just quoted were 
for all of retailing, then we would have to throw out the estimate made 
by the BLS But I think there is enough evidence for anvone who 
looks at the wage data presented in the report to say that the estimates 
made by the BLS gives a correct order of magnitude. And I want to 
add the guess that if anything these percentages may be shown to be 
underestimates of the low w ages prevailing in retailing rather than 
overestimates; in order to be on the safe side, I simply want to say 
that these estimates are correct orders of magnitudes. 

Now, the question arises—what should we take as a minimum stan- 
dard rate, $1.15 an hour, assuming that people in retailing actually 
work 2,000 hours a year, or should we go up to $1.44 assuming that 
they work close to sixteen-hundred hours a year. 

Fortunately we have data which give us an idea of the actual work 
experience in retailing in 1954: 

The average number of hours worked is about 37 hours, and the 
average number of weeks worked is about 42. Let me hasten to add 
that these figures refer to full-time employees only. These are not 
data averaging out part-time and full-time employees, 

Senator Doveras. Where did you get those figures ? 

Dr. Brum. These data which are on page 133 of the report are from 
the Department of Commerce, Bureau of the Census, Annual Report 
on the Labor Force, 1954, pages 29 and 36. 

There are certain statistical assumption implied in this calculation, 
mainly, that there is an even distribution, within the class intervals 
and that one can take the midpoint as representative of the range. I 
doubt that any statistician would challenge these assumptions. I 
have checked this procedure with a statistician at the U niversity of 
Minnesota because I do not consider myself to be a statistician. 

Senator Doveras. The actual hours worked per year as you pointed 
out on the following page would be approximately 1.600 out of 2,000? 

Dr. Brum. The actual hours worked are 1,554 which I rounded off 
to 1,600. In other words, we have here a small upward margin. 

Senator Dovernas. That would require an hourly wage of $1.44? 

Dr. Brum. That is correct. 

Senator Doveras. To maintain the standard of a single woman 
without dependents? 

Dr. Brum. Yes. 

Now, if you take the actual work experience then the result is that 
about one-half of all employees in retailing in April 1955 earned less 
than the minimum necessary to maintain a single woman without de- 
pendents. But I want to add here that this figure includes part-time 
semnree ees. In other words, I think this figure should be reduced by 

1 percentage roughly, maybe close to 20 percent. In other words, 
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about 40 percent of all employees in retailing earned less thar 
minimum if we consider full-time employees only. And if w 

a 2,000-hours work experience as a basis then a wage of a $1.1: 
hour is necessary to maintain a minimum standard and the result is 
that close to one-third earned less than the mn Imum. You may again 
reduce this ficure by “0 percen { in whi h case you come close to al wut 
one-fourth of all full-time employees in retailin; ing less than the 
minimum necessary as of April 1955. 

Let me point out that to reduce these per 
just indicated is really granting more than is 
as we have no clear evidence I would 
allowance. 

The reason why I said that I grant more th: 

In 1954, the average wage in retailing was 2 know 
that a $1.44 an hour is necessary to support a single woman without 
dependents. If the mean was equal to the median, it would follow 
that one-half of all employees ' was below the minim mount needed 
to support a single woman without dependents. Now, every statisti- 
cian will tell you that the median is mont likely to be to the left of the 
mean. In other words, the curve is skewed to the left, which means 
that there is a higher percentage earning less than $1.44 an hour than 
the percentage derived from the average value. 

Senator Doueias. We shouldn’t be taken in by the average. One 
man who has 6 meals a day and another man who has no meals a day 
the average is 3 meals a day. We shouldn’t conclude 
both are well fed. 


4] 
rati 


from this that 


Dr. Bium. It is a commonsense conclusion that a man who earns $2 


an hour balances more than 1 person who earns, for example 90 cents 


if the “balance” is $1. In other words, we know for sure that the 
median is to the left of the mean. And that is why I think it is quite 
fair to start out with the statement that between one-third and one half 
of all employees in retailing earned less than the necessary minimum 
and then to deduct 20 percent as an allowance for part-time employees, 
but pointing out that the one-third to one-half statement is so much on 
the conservative side that it is very unlikely that in the end this 
deduction has to be made. But right now, I would say it should be 
made. 

The figures just quoted show without any shadow of a doubt the 
degree to which retail trade falls short of the minimum standard. 
How can anybody conceive a lower standard than the needs of a single 
woman without dependents. I have not even mentioned the rates 
necessary to come up to the Bureau of Labor Statistics city worker's 
family budget. 

Senator Doveras. These are not city workers’ budgets? 

Dr. Bium. No; these are not city workers’ budgets. 

Senator Dovaras. These are budgets taken by State authorities. 

Dr. Brum. Correct. 

Senator Dovenas. Based roughly on the figures for the State as a 
whole. 

Dr. Bium. Yes. 

Senator Douetas. Taking into consideration small towns. 

Dr. Brum. Definitely. The figures are reproduced in the report. 
I have not reproduced the individual budgets for each State in order 
not to burden the appendix more than was absolutely necessary. But 
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these budgets are reproduced in the report submitted last year. That 
report was entitled “Amending the Fair Labor Standards Act as 
Amended.” In that report you can check for each of the 13 States 
preparing minimum budgets, the amount allowed for food, for cloth- 
ing, for rent, etc. Anybody can look at those findings and take his own 
budget, or a budget of a friend who is living alone, and figure out 
whether the State budgets are minimum budgets or not. 

Now let us turn to the next major question: Is retailing in a position 
to pay higher wages? This seems to me a very important problem to 
be answered, because the act does not only state that standards below 
the minimum necessary for health, efficiency, and well-being should 
be eliminated, but the act also states that this should be done without 
substantially curtailing employment and earning power. As we now 
turn to the next major problem area, ability to pay, I would like to 
make from the very outset a distinction between a static mechanical 
approach to the problem, and a dynamic approach. Very often we 
find the discussion of ability to pay in terms of a static mechanical 
approach. 

And within that framework, which certainly has its validity—I 
don’t say it is not valid but I do say it is not the ultimate standard— 
within that framework, the two major findings are, first, the relatively 
low rate of profits in retailing, if profits are measured as a percentage 
of sales, and second, the relatively high ratio of wages to the gross 
margin. These two series are usually quoted in order to show that it 
would be extremely difficult, if not impossible for retailing to pay 
higher wages. Let me briefly illustrate these two findings. 

First, the rate of profits in relation to sales is low. On page 162 
of the report, you find operating results in various branches of retail- 
ing. Table 127A shows that net operating profits varied between— 
six-tenths of 1 percent of sales to a little over 5 percent of sales. If 
you look at table 121, showing operating results for variety chains, 
you get net gain ratios in the neighborhood of 3 percent—between 3 
and 4 percent since 1951. If you take operating results of department 
stores, you get net gains between 2 and 3 percent. 

If, however, you compute payrolls as a percentage of the gross mar- 
gin—that means as a percent of value added—you are in the neighbor- 
hood of 50 percent or more of value added. (That means the value 
added by retailing without taking into consideration the price of the 
goods bought by retailing.) 

Now, the first comment I have to make on these data is a plea for 
consistency. If we quote wages as ratios to gross margins, profits 
also have to be quoted on that basis. It does not make sense to quote 
profits as a percent of sales, and wages as a percent of value added. 
You can do either one but it must be done consistently. 

The ratio of profits to gross margins in 1954 was 14 and 19 percent, 
respectively, for department stores and limited price variety stores. 
So if you choose to take the 50-or-above figure for wages as a basis for 
reasoning, don’t compare it to profits related to sales, but compare it 
to profits related to gross margin. No.2 

Senator Dovetas. Now that is after deducting taxes. 

Dr. Brom. After deducting taxes other than income and excess- 
profits taxes. 

Senator Doveras. And depreciation. 

Dr. Bium. That iscorrect. In other words 
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Senator Doveras. And insurance. 

Dr. Bucm. Correct. In other words, 14 to 19 percent figures are 
profits to gross margins which is before Federal income and excess 
profits taxes. 

It is 7 and 10 percent, respectively, after Federal income taxes. 

Senator Dovucias. After income taxes ¢ 

Dr. Buum. That is correct. 

Senator Dovetas. It is after Federal income tax / 

Dr. Brum. Yes. If you take the total income as percent of sales 
and that means now before Federal income tax—but it is a ratio to 
sules—then, you get up already in the 5 to 10, or over 10, percent range. 

Table 127(B), on page 163, for example, gives the total income as 
percent of sales. These are 7, 8, 7, 11, 9, 9, percentage figures, et cetera. 

There you get close to 10 percent. The figures 14 and 19 are after 
taxes other than income and excess-profits taxes. The figures are not 
related to sales, but to gross margins. 

Senator Dovenas. After depreciation ? 

Dr. BLum. That I would have to check on. 

Senator Dovetas. After insurance? 

Dr. Brum. I would like to check on that and submit it to the record. 
I do not want to take the time now. It could be, of course, checked on 
the basis of tables 124 and 121. I will do that and submit it for the 
record if you so permit, Mr. Chairman. 

Senator Doueias. Yes. Thank you. 

(The information referred to follows :) 

As these tables show the 14 and 19 percent figures are after depreciation and 
after insurance. But they are before Federal income and excess-profits taxes. 

Dr. Bium. Now, in other words. even within the static mechanical 
approach, if we are consistent, we get considerably higher profit ratios. 
However, I think this approach has its limitations. 

I think the real decision whether retail trade is able to pay higher 
wages has to be made in a dynamic context, because retailing is part 
of a dynamic economy, and retailing is confronted with major changes 
in its whole structure of margins, profits, and so on. 

In a dynamic context the following factors become of primary im- 
portance: No. 1, the movement of margins; No. 2, the adaptability of 
margins to changing circumstances; No. 3, productivity; and No. 4, 
the impact on the demand for the product of retailing. 

I can see, Mr. Chairman, that I have already taken a substantial 
part of my time. 

Senator Doveras. This is very important. So, please proceed. 

Dr. Buum. I will go through my material as quickly as I can. I 
want to make these observations: 

First, there is no uniform picture in regard to margins in retailing 
asa whole. If you take the data on the margins and profits on pages 
148 and 149, you will see that margin in the sense of value added had 
a tendency to increase (from 23.2 percent of retail value in 1869 to 
28.9 percent in 1929.) 

It would be wrong to conclude from these figures that the cost of 
distribution has increased, because the increase in value added is partly 
due to new functions taken on by retail stores. 

In other words, you cannot take these data as they are and draw 
conclusion in terms of the cost of distribution. In order to do that 
you have to go into the specific problems of the industry, the changes 
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of function of different lines in retailing et cetera. Only on that basis 
can you make any intelligent statements on the meaning of such global] 
ficures. 

Now, table 120 gives margins by kind of store. And there you can 
see that a number of branches of retailing have an increasing long-run 
trend in the relative cost of distribution. 

I do not want to mention al] of them. But limited price variety 
stores, shoe stores, independent stores, independent furniture stores, 
et cetera, are among them. 

There are also a number of branches with a long-run declining trend 
in margins. Chain shoe stores, liquor stores, cigar stores, et cetera are 
among them. 

In some branches, there is a clear-cut tendency for margins to de- 
cline. For example, in food distribution, this is a very pronounced 
tendency. There is also a tendency in various branches of retailing to 
move away from the one-price pattern, largely because of the great 
inroads by discount houses, which at least raises the question whether 
the margin structure was such that retail trade opened itself to inroads 
which a lower margin would not have permitted to arise. 

Most experts on retailing seem to agree that the future is rather 
fluid in terms of what may happen to margins. A question which must 
be faced clearly is the meaning of a declining margin. 

A declining margin does not necessarily indicate that the industry is 
not able to pay. In the food distribution industry for example, it sim- 
ply means that mass distribution methods are being used rather than 
the more old fashioned methods that were prevalent when local retail 
stores still played a major role. If you look at the historical record 
another important factor in regard to margin is their great adapta- 
bility. There is not one general statement I can make. But take, for 
example, limited price variety stores. Between 1941 and 1949 the 
eross margins stayed about the same in spite of the fact that payrolls 
increased constantly. 

During a period of 8 years the payroll percentage increased from 
14.8 percent to 17.3 percent of sales. 

While this happened, the gross margin was reduced from 36.7 to 36.3 
percent. 

This example shows that many factors enter in the total picture and 
that a general statement is not possible except what I think is war- 
ranted on the basis of the past—namely the great adaptability of 
margins to changing circumstances. 

What about productivity, the next factor to be taken into consider- 
ation in terms of a dynamic approach ? 

Productivity data are very rare. The estimates available range 
from 1.1 percent as an annual rate of growth to a rate of growth 
close to 2.7. 

Senator Dovucias. Now, how do you measure productivity in 
retailing? 

Dr. Brust. You measure it in terms of sales per employ ee. 

Senator Dovc.ias. Sales per person—dollar sales? 

Dr. Brum. Yes. 

Senator Dovetas. But dollar sales reflect price level ? 

Dr. Brum. This is, however, eliminated. I mean changes in price 
level are eliminated. . 

Senator Dovuctas. I see. 
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Dr. Brum. Now, the most thorough study is a study made by Har- 
old Barger showing annual rates of 1.1 percent. The difficulty in 
using this productivity ratio is this: if you use these productivity 
data, then you come to the conclusion that since 1947 labor income in 
retailing has increased 2.7 times the increase in productivity. And 
vet this was a period in retailing, at the end of which—according to 
the retailers themselves—profits were very good. A survey of the 
New York Times has shown that retailers felt that 1955 was a year 
when retail trade earned adequate profits. In other words, you come 
to the rather perplexing conclusion, namely, that you can increase 
wages not for 1 year but for 8 years by 2.7 times the alleged increase 
in productivity and still you get better profits than ever. 

I think here one has to make up one’s find what position one wants 
to take. Either one accepts the productivity data at face value and 
one also accepts the absence of a relationship between productivity and 
wages or one discards these figures altogether. Either choice is incon- 
clusive in terms of what should be done in regard to minimum wage 
legislation. I think there is only one conclusive result. And that is 
the great potential for increases in productivity in retailing. 

This statement is based on surveys made by Fortune magazine. 
Fortune magazine has undertaken a survey in 1949 which gave “de- 
pressing” results. It has repeated the survey in 1952. Over a month 
period three reporters visited retail outlets in a five-State area from 
New York to Delaware. This survey was, therefore limited ge - 
graphically. But the results have shown what Fortune calls a “con- 
trast between precept and practice” on the part of management which 
says that sales people are the “lifeblood of the store” but treats them 
as if they had not “much of a function, so clearly that the dullest sales 
person cannot fail to get the point.” 

Fortune cites two main reasons for this state of affairs. No. 1, 
“lack of training,” and, No. 2, the second major reason for the ex- 
isting situation in low pay. 

To quote: 

Even more critical than training is the matter of pay. It is low. Store- 
compensation system cover a wide range—from fat salaries in main-floor notion 
departments to fat commissions in the “big ticket’ areas of home furnishings, 
and appliances, but the average earnings are low. 

Fortune talks about a vicious circle, bad training, low pay, lack 
of interest, low productivity. And Fortune deplores that many re- 
tailers seem to take as their way out “to eliminate salespeople” com- 
pletely, rather than attending to improved training and pay. 

Senator Doveras. Well, that proposal to try to abolish retail sales- 
people completely is the brainchild of the Harvard School of Busi- 
ness, is it not ? 

Dr. Bium. That is correct. I have a quotation here. 

Mr. McNair from Harvard University says: 

The ideal perhaps would be to have practically everybody engaged in non- 
Selling activities, in other words, to make the retail store essentially a pro- 
duction organization, where almost all work is done behind the scenes under 
factory-management conditions, and where only a relatively small number of 
people have actual contact with customers. 

‘This may not be so much of a pipedream, because the 1954 census 
of retail trade has for the first time introduced a new category, name- 
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ly, nonstore retailing which increased by 75,000 units between 1948 
and 1954. 

Nonstore units, which are automats, et cetera, certainly begin to 
play a major role. 

Now, let us go back to the Fortune findings. Fortune published a 
discussion with Mr. Weiss who says: 


Fortune has come to the conclusion that retail salesmanship is in a pitiable 
state. I couldn’t agree more emphatically. What intrigues me, however, is the 
way Fortune reasons from this fact. Since salespeople are badly trained, goes 
its argument, manufacturers and retailers should put greater energy into the 
job of training them to do a better job. 

But salespeople cannot be trained. More important, they shouldn't be trained. 
There ure always exceptions, of course, but for the most part, the revolution 
in retailing is making the salesperson a hopeless relic of the past and the 
quicker manufacturers realize it, the better off they will be. 

Fortune does not agree with this attitude, which is incidentally 
based on some interesting figures which however I could not check, 
namely, that 
from 50 to 70 percent of our total retail volume in all categories except autos, 
gas and oil, lumber and building material, is done by no more than 400 retail 
organizations, 

This is a sort of side comment on the local nature of retailing. Four 
hundred retail organizations accounting for 50 to 70 percent of the 
total retail volume. 

I could not check these figures. I don’t know how they were ar- 
rived at. But they come from a respectable source. Fortune states 
flatly : in answering Mr. Weiss’ argument 

The blame for the low quality of salespeoples lies not so much with the sales- 
people as with their management * * * We doubt that any branch of retailing is 


so peculiar that it is uneconomical for management to give its people decent pay 
and training. 


Fortune backs up this statement with the following findings from 
its survey: 


In the course of Fortune’s research on retailing, a special effort was made fo 
find out which stores were most conspicuously ahead of the competition and 
such cold figures as turnover rate, gross sales increases, transactions per sales 
person. Not surprisingly they turned out to be precisely the stores that have had 
the most enlightened pay and training policies. 

That much, Mr. Chairman, in regard to the problem of productivity. 

It seems to me that there is very little doubt about the potential 
increases in productivity. The last point to be mentioned in connec- 
tion with the dynamic approach is the impact on demand. On page 
27 you will find a few regression lines which relate the movement in 

retail sales to changes in the disposable income by consumers. These 
data show very clearly a fact which to my knowledge is agreed upon 
by all economists, namely that sales in ret: uiling are primarily a func- 
tion of national income. That means a function of the overall eco- 
nomic situation. 

At this point I would like to draw again some conclusions in terms 
of order of magnitudes involves, namely, I would like to indicate the 
utmost of a price that may be demanded in raising wages to $1 an 
hour in retailing. 

Let us assume that there are no compensatory adjustments at all, in 
other words, let us assume first that profits are so low that there are 
no compensatory margins; second that not even the increase in produc- 
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tivity prevailing during the last few years is forthcoming. We assume 
third that, there is no way of increasing productivity; fourth, that 
there will not be any developments suc h as the increase in payroll 
ratios without an increase in the gross margin—as was the case for 
limited-price variety stores. We assume that none of these things 
will happen and we assume furthermore that a $1 minimum wage be 
applied to retail trade as a whole. I do not know anybody in Con- 
gress who proposes that retailing as a whole be covered, but it is neces- 
sary to make the forthcoming estimate on the assumption that retail- 
ing as a whole be covered. 

On the basis of this very hypoth etical assun iption, the maximum 
imps ict of a $1 minimum would be an increase of less than one half of 

| percent of the price of retail goods, I says less than one half of 1 
pe recent in the price of retail goods, if the minimum wage for all of 
retailing is to be set at a dollar an hour. 

This figure meets the argument that a terrible inflation will re- 
sult from paying people wages such that a single woman without de- 
pendents can live on a minimum standard of living. Well, if worse 
comes to worst—and I think everybody agrees that this couldn’t pos- 
sibly happen because of the extreme nature of the assumption—there 
would be, if you want to call this an inflation, an increase in prices of 
less than one half of 1 percent. 

Again, this figure gives an order of magnitude and is only meant 
to do that. 

Senator Dovetas. This is a most important statement, Dr. Blum. 
Do you have the statistical material to back that up ? 

Dr. Buum. I have it in the report. I have indicated in a footnote 
how this figure was computed. 

Senator Doveias. Would you give the page reference for that ? 

Dr. Buum. If you want to, I could spell out—it would not make any 
sense to do it here, because this is really a statistical problem—lI could 
spell out for the committee the procedures taken step by step in order 
to arrive at this conclusion. In section 4 under “Ability of Retail 
Trade to Pay Higher Wages,” on page 172, some of the assumptions 
on which this estimate is made are indicated and the formula used to 
figure out the percentages is given. 

The formula here is 5 times 60, 10 times 75, 10 times 90, and 75 times 
“X.” The real problem here is to divide the total wage bill in per- 
centages according to the structure of the wage bill. The five in the 
formula means 5 percent. In 10 times 75—the 10 means 10 percent. 

You can see again how cautious the estimates are. To say 5 times 60 
means that 5 percent of the people earn 60 cents; 10 times 75 means 
that 10 percent of the people earn 75 cents; now, we know that 10 per- 
cent earn less than 90 cents, but the range is between 75 and 90. 

I have not even taken the midpoint; I took the lowest conceivable 
figure that one could take, namely, I assumed that all the employees 
are concentrated at the lower range. 

So, when I say that these are hypothetical assumptions which really 
give the maximum, you will see that this is correct for everv single 
assumption implicit i in that calculation. 

Senator Doveras. What is the meaning of that last—75 times X”? 

Dr. Brum. Seventy-five percent have more than a dollar. 

Senator Doveuas. I see. 
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Dr. Buum. Now, we do not have to solve this equation for X, be- 
cause we can omit the 75 percent. 

So, we simply figure out what fraction of the total wage bill would 
be increased, if all those who are now earning less than a dollar would 
come up to a dollar. In other words, the 5 percent at 60 cents woud 
get a dollar, the 10 percent at 75, the 10 percent at 90. 

The question is: If they were to get a dollar, how much would this 
increase in the wage rate add to the w age bill? Once you know how 
much it adds to the wage bill, you can figure out the relative increase 
in the wage bill. The wage bill in retailing now is roughly $18 billion. 
You know, furthermore, that the wage bill is between 10and 15 5 percent 
of the sales dollar; 10 percent on the average for retailing. This fig- 
ure enables us to compute the impact on prices. 

The Bureau of Labor Statistics has submitted to the Committee data 
showing wages as a percent of sales value. The American Retail Fed- 
eration stated that these data have no meaning at all, because wages 
as a percent of gross margin are much higher. 

Now, the meaning of these figures depends upon the purposes for 
which they are used. 


This is one of the reasons why I made a distinction between a static- 
mechanical and a dynamic approach. 

In a mechanical approach, the fact that over 50 percent of the gross 
margin are payrolls is more important. In a dynamic approach, if 
one is interested in the eventual impact on price, it is obviously more 
important to know the percentage of wages in total sales. This ex- 
ample shows that one cannot say whether a method is significant or 
not without indicating the purpose for which it is used. 

Senator Doveras. I am going to ask that this statistical method out- 


lined in the footnote to page 172 be made a part of the record at this 
point. 


ASSUMPTIONS UNDERLYING THE ESTIMATE THAT A DOLLAR MINIMUM WAGE IN 
RetTait TRADE AS A WHOLE May INCREASE PRICES By A MAXIMUM OF ONE 
HALF OF ONE PERCENT 


(1) Estimates prepared by the United States Department of Labor and found 
to be conservative estimates give the following distribution of employees earn- 
ing less than specified rates (as of April 1955). (See report, p. 117.) 


Percent of 
Hourly ratio: employees 


Under 75 cents 

75 cents—under 90 cents 
90 cents—under $1 

$1 and over 


(2) According the United States Bureau of Labor Statistics, the average hourly 
earnings in retail trade (exclusive of eating establishments) was $1.45 an hour 
1954). 
; (3) On the basis of this information, it becomes possible to make an estimate 
of the direct effect of an increase to $1 minimum wage. 

(a) The existing payroll for 1 hour’s work for 100 workers is 100 $1.45 
or $145. 

(b) The existing payroll for workers (out of every 100) who are now 
earning less than $1 an hour is (assuming that those under 75 cents now 
average only 60 cents an hour; that those in the category “75 cents—under 
90 cents” are only earning the low point of this range, i. e., 75 cents an hour; 
and that those in the class “90 cents-under $1” are only earning the low 
point of that range, i. e., 90 cents). 
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5 x 0.60 $3.00 
10 « O.75=$7.50 
10 xX 0.90= $9.00 
this means 25 workers out of the 100 on the payroll earned $19.50. 

(c) The proposed payroll for the Same 25 workers following the adoption 
of the $1 minimum would be: 25x $1—$25. 

(d) The total increase in the payroll of 100 workers would therefore be 
the difference between the payroll for the affected group at the present time 
and the one that is proposed, i. e., $25—$19.50= $5.50. 

(e) Inasmuch as the total present payroll for 100 workers for 1 hour's 
work is $145, the increase of $5.50 on that amount represents a percentage 
increase of 3.8 percent ($5.50/$145). This is the direct effect of the adop 
tion of a $1 minimum wage in retail trade. 

(4) Since wages average 10 percent of the sales value, a 3.8 percent increase 
in the wage bill is equal to increase in price of 0.38 percent. 

(5) Inasmuch as it has been assumed for the purpose of this estimate that 
workers in the two major class intervals earn only the minimum rate for the 
class interval, this estimate shows the maximum direct percentage increase 
brought about by the $1 minimum. The estimate leaves 0.12 percent for indirect 
increases in the wage bill. 

Senator Dove.as. I would like to ask you this question. You say if 
all wages were increased, the effect on sales price would only be an 
increase of one half of 1 percent. 

Now, do I understand from this that since wages form about 10 
percent of total sales value, that it would mean an increase of about 
5 percent in the total wages billed. 

Dr. Bium. Correct. 

I would like to deal briefly with two points. And then whatever 
else should be clarified may come up, I assume, in questions which 
you may address to me. 

I do not want to take much more time. But I have a point which 
should be mentioned briefly. 

The report contains figures on the use of various possible criteria 
for determining which retail establishments should be covered and 
which establishments should not be covered. In other words, the 
report makes it possible to say what would happen if, for instance, 
annual sales of $500,000 and over are taken as a criterion for policy. 

In that case, 1.8 percent of the number of stores would be affected. 
This means that, if Congress would say we cover retail establishments 
with annual sales of $500,000 or more, you would cover 1.8 percent 
of the number of stores. This 1.8 percent of the number of stores 
account for over 30 percent of the total sales; 31.1 percent if eating 
and drinking places are included; and 33.4 percent if they are ex- 
cluded. Thirty percent of the total number of paid employees would 
be accounted for. 30.6 percent if eating and drinking places are in 
cluded, 36.5 percent if eating and drinking places are excluded. 

Senator Doveras. Roughly about a third? 

Dr. Brum. Roughly about a third, yes. 

Now, that is also true if you would take as a criterion stores with 
20 or more employees. You would also cover roughly one-third of 
the sales. But you would cover a higher fraction of the number of 
employees. ‘ . 

Senator Dovatas. Suppose you were to take interstate chains? 

Dr. Brum. If you take interstate chains, you reach about 30 percent 
of the sales, too. 

Senator Dovetas. Is it 30 percent of the sales or 25 percent of the 
sales? 
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Dr. Buum. About 30 percent. 

Senator Dovcias. What percentage of the employees? 

Dr. Bum. Well, about 30. 

But these data are not as reliable as the figures given above. They 
are contained in the report, because these data were submitted by the 
Department of Labor last year. : 

Since there are no data for multi-state stores—the census does not 
use this criterion—I relied on the estimates made by the Department of 
Labor. 

There are some problems left open which I simply want to touch, 
namely how local is retailing, what are the differences between small 
and large stores, and problems of that kind. It may be better to stop 
here, and whatever you consider significant, Mr. Chairman, you could 
bring up in questioning me. 

Senator Doucias. Well, I would like to ask that question. We have 
heard a good deal of argument that retailing is fundamentally a local 
industry in that the purchasers generally live in the same place 
in which the store is located, although, of course, as I pointed out in 
the case of cities and towns on the periphery of a State, there is inter- 
state trading. 

But generally the purchases are made by people who live in the 
same general market, local market area as that in which the store is 
located. That is commonly within the same State. 

Therefore, it is argued this is not a subject of Federal regulation. 

Dr. Bium. Well, now, partly this is a question which should be 
answered by a lawyer. I can only give you that part of the answer 
which is relevant from the point of view of economic analysis. 

There is no question that retailing is local if you define it in terms 
of its function of selling goods at a certain place. The technical defini- 
tion of retaling is the provision of place utilities. 

In other words, retailing is the last stage of an intricate process of 

yroduction and distribution. And since it is the last stage, it is local 
ee definition in that sense. The question which arises is this: What, 
economically speaking, is the most significant criterion? Are there 
other criteria which must be taken into consideration? And then the 
decision whether retailing is local or not has to be made by taking into 
consideration a variety of criteria and come to a judicious decision as 
to which ones are most important. 

I don’t want to repeat here the figures which by now are probably 
well known about the concentration of retailing. Merely by saying 
that you can cover 1.8 percent of the stores and reach over 30 percent 
of sales and employment you show a strong concentration of sales and 
employment in retail trade. It is very difficult for an economist to see 
what is local about this type of concentration. 

What is local about retail trade if the stores with 20 or more em- 
ployees have more than 40 percent of all employment in retailing! 
Why is the selling of the goods the place where they are sold more 
important than their origin, the place where the goods come from! 
What is local about the origin of the goods sold by retailing? 

I have great difficulty, Mr. Chairman, of seeing how the Woolworth 
Co. can advertise products over a national radio network if it is local 
in nature. The Woolworth Hour, which is carried by CBS, advertises 
at such a seale that it took almost three pages of the report to reprint 
the number of items advertised over that station. Is this such a very 
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local matter? Here isa copy of the New York Times of May 1, 1956, 
“Retailers Rank Life First.” Why do retailers advertise in a nati onal 
magazine like Life if all the se goods the *y sell are so local ¢ 

I like to indicate that the Woolworth C o. has brought out a pamphlet 
Woolworth’s First Seventy-five Years in which it states: 


Woolworth, one of the world’s largest retail companies, is essentially local in 


nature. Its entire business can be reduced to a local customer making an in- 
dividual purchase in a local store. 

Now, I challenge the common sense of anybody even if he knows 
nothing about the purchasing operation, nothing about the control, 
nothing about the financing, nothing about the determination of policy 
in regard to the location of new stores, et cetera, to say tliat Woolwort h 
can be “reduced to a local customer making an individual purchase in a 
local store.” 

Yet, this is the kind of evidence which has been submitted to the 
subcommittee at great length. In the report submitted by Doctor 
Backmann, there are about 15 pages of quotations of this kind. 

[am sorry I cannot consider this as evidence, because it contradi 
all facts and experience. 

There is no question that in terms of the nature of the product sold 
retailing is not local. Indeed the whole history of retailing can only 
be understood in terms of the economic development of this country as 
a whole. 

We have been told last Friday that the shopping centers are a trend 
back to small business. I do not think you have to be an expert on re 
tailing to know that the movement to shopping centers is not a trend 
back to small stores in the traditional sense of the term. 

[ happen to know that the Dayton Co. in Minneapolis, which ts not 
considered to be small business, 1s building many shopping centers in 
the neighborhood of Minneapolis. I am not informed about how 
much money it would take to rent a store in these centers and how 
much money you would have to establish yourself. But the most re- 
cent data of the Department of Commerce which indicated the life 
— ancy of stores, indicate that for people with small capital, reta!| 

ing has become almost as hazardous as manufacturing, which was not 
the case 10 0 r 20 years ago. 

And that means larger capital requirements for new stores. 

I would like to indicate that our whole image of the traditional re 
tailer, according to the retailers themselves, has to be modified. I may 
quote here a statement that struck me rather strongly: namely, 
statement which has been made here and w a hI woul | like to quote 
assuming that I can find it. 


No discussion of food retailing would be complete without a word about the 
men who run the Nation’s stores. Unfortunately, some manufacturers have had 
a tendency to underestimate the food retailer, to think of him as he appeared 25 
years ago, a kindly, but rather ineffectual, shopkeeper. 

So, it should be kept in mind that with the changes in our stores have come 
pronounced changes in the people who operate them. We were frankly sur- 
prised to find last fall on surveying our own readers—these are the readers 
of the Progressive Grocer—at how high the food retailer has risen in the ranks 
of American businessmen. The average income among supermarket operators 
S nearly $25,000 a year. They have an average investment of over $100,000 
heir business. And nearly one-half of them have attended or have heen gradu- 
ated from college. And the caliber of chain mangers has been on the upgrade, 
along with the growth of the store operators. Chain managers are better 
trained, better paid; they have better formal education. More young men are 


ir 
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coming into the business than ever before. We are also informed that by 1960, 
which is only 4 years off, the supermarket will set the pattern in food retailing. 
Supermarkets will continue to increase in number and in share of market. 
There should be at least 25,000 supermarkets in 1960 for our population in- 
creases at a sufficient scope to support about 1,000 new supers a year, each doing 
$1 million of business. Their share of total sales will approach 65 percent of 
the total. 

During the years from 1948 to 1954 alone, 115,000 grocery stores 
have disappeared. That is a period of 6 years—115,000. In other 
words, what is traditional, I think, for many of us as the image and 
the symbol of the retailer, namely, the friendly corner grocery store, 
cannot be considered any more as typical for retailing. 

Now, in that sense, Mr. : hairman, I would say retailing i is not es- 
sentially local any more. I do not deny that there are thousands of 
stores of a local character, but——— 

Senator Doveias. But you think those would be excluded—most 
of them would be excluded with a test of 500,000 ¢ 

Dr. Buum. All of them would be excluded because 250,000 of all 
the stores—and there is a total of 1.7 million stores—do rlot operate 
all year. Another 250,000 operate all year. But they do less than 
$10,000 business a year. 

And two-thirds of all stores do less than a hundred thousand dol- 
lars business a year. 

So, you see, the large number of retailing is still, I would say, local 
in the sense of being very small. But these local retailers do not have 
any more the basic share in retailing. Twelve percent of all the firms 
in retailing are corporations. And these 12 percent account for 
roughly one-half of the total sales in retailing. Now, is that a local 
industry ¢ 

Whatever criteria you want to use, I think we should recognize 
that there is a local element. But the question is to determine what 
is—if you take all the different criteria, and I have not taken time 
to talk about finance, control, purchasing, and all that—what is typi- 
cal and essential for retailing ? 

Are the 250,000 stores which do not operate the whole year, are the 
250,000 stores which do not have sales of over $10,000; are they 
typical? 

Or are those stores typical which set the pattern for the industry 
and which account for the largest share of sales and employees? 

Ii you take the latter stores into account then, there is a little doubt 
in my mind in regard to the nature of retailing. I may add that one 
section in the report deals with this problem. 

Senator Doveias. Dr. Blum, for almost a year, I have been trying 
to get the Department of Labor to make a survey of retail trades. 
They urged us to make a study of this subject. They seem to me to 
be a logical body to conduct this study. 

I have been urging them to make this study so that we might have 
countrywide figures. We have been unable to get them to make any 

satisfactory study, which has greatly handic apped us in our work. 

So, we had to ask you to do this work. And you, as I say, since 
we had no funds, graciously contributed your services. So, we have 
been in an extraordinary position of the exec utive branch of the Gov- 
ernment not making a study and pleading financial inability, and the 
study being made out of the sweat and blood, so to speak, of volunteers, 
which is an extraordinary situation. 
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Now, I have been over your study. And to my eves, it is a classic. 
But I wondered now, since you are a rather objective person, if you 
could point out any weaknesses in this study, so that the Department 
of Labor could come along in its good time and improve upon it? 

Dr. Buum. You mean this study ? 

Senator Doveras. Yes. 

Dr. Brum. 1 would say the weakness of the study is that it had 
to limit itself to orders of magnitudes in named to certain key issues. 

In other words, it would be much nicer to be able to say that if 
wages are increased up to a dollar, the maximum possible increase in 
prices would be 0.5 percent, rather than saying that it is less than one- 
half. 

It would also be nicer, instead of saying one-third to one-half of the 
employees are now earning less than the minimum necessary to sup- 
port a single woman—to be able to pin down that percentage exactly. 
But I would like to say this: this study will not be changed in terms 
of the orders of magnitudes which it aa, In caleulating the 
maximum possible impact of minimum wage legislation I have given 
all the benefit of doubt to the industry. In other words, the data which 
I too hope will be forthcoming some time—because as a scientist, the 
more material there is and the more data are available, the better 
will not affect the picture materially. Detailed data will either show 
that the impact of a statutory minimum wage is less or that the situ- 
ation that calls for legislation is much worse than the figures given in 
this report demonstrate. 

Senator Dovetas. In other words, with the very poor figures con 
piled by the Department of Labor, you took the various State edie 
that have been made and the private studies and worked out an inte- 
grated picture. And in virtually every case you gave the benefit of 
the doubt to the industry, so that you have maximum figures in your 
opinion of costs / 

Dr. Buum. That is correct. Maximum figures of cost, and minimum 
figures for the need to raise wages. That, I would say, is clear. And 
since you have asked for it, I will submit to the committee the details 
of the computations. There was no point to spell out these details in a 
footnote. B xt I will put the computations at the disposal of the com- 
mittee to have them checked by any statistician whom the committee 
would like to check these data. 

Senator Dovenas. I don’t think we can find another statistician who 
will volunteer his services. But we have given copies to the minority 
party. And if they wish to submit it to the retail federation or to 
others, we would be very glad to do so, or we will be glad to furnish 
them. 

Dr. Bium. It seems to me it would be possible to undertake a survey 
if certain demands were dropped which I consider unrealistic. And 
i think such a survey could be at the disposal of the committee right 
how. 

The subcommittee made contact with the Department of Labor last 
fall or rather last summer, immediately after the hearings. It would 
take too much time to go into details. But I will summarize the story 
by saying that there are certain demands which are not justified } 
my opinion and which are not justified in terms of the tradition of the 
Department of Labor. 


78155—56——-18 
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Senator Doveras. Demands made by whom ? 

Dr. Brum. It seems to me that the American Retail Federation in- 
sists on the inclusion of establishments with less than eight employees 
in the survey, in order to collaborate with the Department of Labor 
in making the survey. I consider it unfortunate that the Department 
of Labor does not have the right to get data of importance e for pub lic 
policy as a matter of law. But the Department does not home this 
right. The De partie nt needs the cooper: ation of the indusi ry. So 
the Department in this respect is caught. I don’t see, however, why 
the Department of Labor had to commit itself to the American Retail 
Federation not to make a survey unless cert: ain demands were met. 

This to me is not exactly the function o ; a publie agency. So far, 
1 don’t know of any survey made by the Bureau of Labor — 
which includes establishments with employees up to eight. I don't 
know of any. And the people I checked with at the Department of 
Labor don’t know either. So why, if there is a shortage of funds do 
you have to include these employees at an additional survey cost 
of $60,000 4 

Now, it is quite obvious why this demand was made. This demand 
was made to prove that the lowest wages are paid, not by the big 
limited price variety stores, but are paid by the little corner grocery 
stores in remote areas of the country. M: rybe we could agree that this 
is true to a considerable extend. I don’t think we have to add $60,000 
to a survey to establish that point. —_ [ don’t see any other point 
that could possibly be established by including the small establish- 
ments. IT also feel that the Department of Labor should be as sensi- 
tive to the demands of the Subcommittee on Labor as it is to the de- 
mands of the American Retail Federation. 

Senator Dove as. The American Retail Federation seems to have 
much more influence with the Department of Labor than this sub- 
committee of the United States Congress. 

Dr. Brom. I would say from the evidence I have, that action show- 
ing equal sensitivity and consideration is lacking. And I base this 
statement on such facts as how much money the Department is willing 
to spend to meet certain conditions set by the American Retail Fed- 
eration, and how much money the Department is willing to spend to 
meet what the Subcommittee on Labor considers the minimum pre- 
requisites of a good survey. 

‘here is one point that I would like to make, which I should have 
made before, when you asked me the question about how local is 
retailing. 

An important question, of course, is how local is the wage determi- 
nation in retailing? Because, as I said, retailing is local in terms of 
giving a place utility. 

I think that the report submitted by the American Retail Federation 
throws some very interesting light on this question. This report says 
that wages are determined ona ‘local basis. And then it has about 15 
pages in which it explains why retailers can’t pay more. This is a 
summary of the findings: 


Relatively lower capital investment per worker, and particularly the difference 
in the use of capital; relatively higher labor costs: relatively small changes in 
productivity; and relatively low skill requirements; these factors distinguish 
retailing from high wage industries. 
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I would like to ask whether anybody can discover a local factor in 
thissummary. I am not aware that the ratio of capital investment to 
payrolls is local. Nor are any of the data submitted by the American 
Retail Federation local. They are industry data. — 

Now, I disagree with the particular theory which underlies this ex- 
planation of wages. But that isn’t the most important point. I say 
that the American Retail Federation has given excellent evidence that 
the wages in retailing are not at all determined on a local level but are 
determined by certain industry characteristics. 

I agree that the factors mentioned by the federation have to be taken 
into consideration. I would not agree that they are the most sig- 
nificant factors. : 

Senator Doveias. Do you have any data on the wage policy of the 
nterstate chain stores? Is that left to each locality or is there a cen- 
tral policy laid down from either the divisional headquarters or na- 
tional headquarters ? 

Dr. Bium. I don’t know, Senator. I was not able to go into those 
specific aspects. Maybe some of the witnesses who will testify will 
be able to give information on this point. 

Senator DouGias. Now, in the brief submitted by the American Re- 
tail Federation, it is stated that the economic characteristics of re- 
tailing indicated that all stores and firms should be treated alike. And 
this was the burden of the testimony of Mr. Christensen last Friday, 
in which he said the worst feature of this proposal was to take the 
big stores and single them out for the applications of the minimum. 

Dr. Bium. This isan important point. The statement is being made 
that the economic characteristics of retailing are such that all stores 
should be treated alike. This statement , if it means anything, means 
that the economic characteristics of the stores are alike. 

Now, I do not have the same equanimity as the American Retail 
Federation seems to have on that point. My study shows that there 
are differences between small stores and large stores in various areas. 
There are differences in terms of productivity. Productivity in terms 
of sales of employees is lowest for the small stores, it increases for 
the medium-sized stores; and then declines for the larger stores. There 
are differences in terms of the percentage of employees below speci- 
fied wage rates. There are certain tendencies for wages, from the 
findings which I have, which don’t pretend to be complete, tendencies 
for the rates to be higher for larger stores. This means there is a 
tendency for the larger stores to have a lower percentage of employees 
below a specified rate. 

This is not a consistent finding. For instance, in New Jersey, the 
largest stores have higher percentages of women below $1 than smaller 
stores. Also, this finding does not mean that smaller stores pay the 
lowest rates. But there are tendencies in that respect. 

This brings me to. what I think is a real problem: the people who 
oppose legislation in this area have in my opinion two arguments 
which must be examined seriously. And these arguments were in 
the back of mv mind in examining retail trade. One argument we 
have alreadv dealt with: namely, the argument that minimum wage 
levislation for retail trade is not the job of the Federal Government. 
Of eonrse, retail trade should pav a dollar, it is being said. Who 
would say that there should be an industry in a dynamic growing 
economy, in the richest economy in the whole world, an industry in 
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which up to one-half of the people don’t earn enough so a single 
woman could support herself? Nobody would say that. So it is 
being said that the Federal Government should not do it. In answer 
to this it must be said that all the evidence is that only the Federal 
Government can do it; because wages are determined by ‘factors which 
cannot be modified on a community level, because w ages are deter- 
mined in such a way that one store cannot ‘change the pattern. Only 


the Federal Government can establish a new pattern; the States can- 
not do it. 


Senator Doucias. Why can’t the States do it ? 

Dr. Buum. We have only 22 States now which have any effective 
wage orders for retailing on their statute books. There are several 
States which have minimum wage legislation but which in the last 10 
years or so, have not been able to get one wage order 
Only about 9 States—the exact number is in the report—have rates of 
75 cents or more. The average rate of the 22 States is 68 cents on a 
weighted basis—65 cents on an unweighted basis. That is the average 
minimum rate of the 22 States which have effective wage orders. 

It is interesting that in some of the 

Senator Doveias. That would be roughly just about half enough for 
a woman to support herself, a single woman to support herself work- 
ing 50 weeks a year or 40 to 38 hours a week. Isn’t that true? 

Dr. Buum. Yes, depending upon what you assume in terms of work 
experience, it would be a little over one-half or much less than one-half. 

Senator Doucias. Not more than 60 percent at least. 

Dr. Brum. Furthermore, in the State hearings many arguments— 
for example in New Jersey the retail federation argued against an in- 
crease of the minimum wages because the federation was afraid that 
such an increase will affect the competitive situation in the State. 

Now the second serious argument against legislation in this 
field refers to the impact of legislation on the uncovered stores. 
What may happen to eas if only part of retailing is being covered. 
If you say that retailing is all alike, then you solve that problem, be- 
cause if retailing is all alike, nothing can happen, nothing serious. 
Small stores either follow the lar ger stores or they don’t follow. But 
minimum wage legislation could not possibly affect the structure of 
retailing. Such an approach is a little bit too simplified. I would 
say that my findings point to an improvement in the competitive posi- 
tion of the medium-sized and of the small stores, if the large stores are 
included in the Federal legislation. This conclusion stands to the ex- 
tent to which my data are not counteracted by data which I did not 
have. I have in the meantime looked over the brief submitted by the 
American Retail Federation, and I was happy to see that my report 
contains every single datum except one contained in the report sub- 
mitted by the American Retail Federation. This shows considerable 
objectivity in presenting the facts. And I want to repeat these facts 
indicate—and there is no difference in the data included in this report 
and in the report submitted by Professor Bachmann—that in terms 
of productivity and in terms of percentage of payrolls to gross margins 
and sales, selective minimum wage legislation improves the competitive 
situation of the small and of the medium-sized stores. 

Senator Doveras. Now, Dr. Blum, it has been urged by the repre- 
sentatives of the retail trade that one should consider yearly wages, 
and that retail employment is more stable than the employment of 


on the statutes. 
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manufacturing. You have answered that partially by 
the average earnings would be on the assumption of 
workweek and the 50 to 45 weeks of work in the year 

Do you want to make any comparison of retailing and manufactur 
ing so far as stability of employment is concerned. 

Dr. Brum. Yes. Mr. Chairman, there are a number of criteria 
which we have to take into consideration. The Department of Labor 
based its findings mainly on unemployment rates and found that un- 
employment rates in retailing are either lower, not substantially dif- 
ferent or higher than in manufacturing. In other words, the Depart 
ment of Labor data do not indicate any consistent difference. These 
findings were subject to the criticism that the high degree of part- 
time employment in retailing, causes a larger registration for unem- 
ployment. I am not able to check this criticism. I don’t know the 
specific practices. I have a little bit of a doubt whether the State 
unemployment laws are such that you could register for unemploy- 
ment compensation if you took a job in retailing over Christmas or 
Easter. But let’s grant the argument. 

Senator Douc.as. I want to say that I think this hidden amount of 
unemployment, of lost time within employment, is something that the 
present figures cover very poorly, the ignoring of which tends to min 
imize the actual amount of unemployment that exists. And this 
tendency is fostered by the State unemployment insurance laws which 
generally do not provide benefits until earnings have fallen below 50 
percent of normal earnings. 

And the smaller the amount of benefits, the smaller the percentage 
of assessment upon payroll of the individual employer under the so- 


called merit rating system. So that there is a very direct and power- 
ful financial inducement for employers to throw the burden of unem- 
ployment upon the workers by carrying out systematic part-time. 
Now, might it not be easier to apply part time in the case of retail 
trades than in manufacturing, while you do not have machines to 


= 
the same degree ? 


Dr. Bium. Now, is your question whether it may be easier for retail 
trade 

Senator Douctas, Yes. Part-time. 

Dr. Brum. Much easier. And I think this is one of the systematic 
depressing impacts upon the labor market—the high ratio of part 
time. 

Senator Dovetas. And, therefore, a full figure of complete unem- 
ployment is a very imperfect measurement of the stability of employ- 
ment ? 

Dr. Brum. Yes. 

Now, if you measure stability of employment in terms of the degree 
to which retailing is subject to major cyclical fluctuation, then you 
come to the conclusion that employment in retailing is more stable 
than in manufacturing. Obviously, the demand for food is more stable 
than the demand for steel mills. And, hence, you have a greater 
stability of employment. no 

This point was brought out very strongly by the American Retail 
Federation. The trouble is that we do not have any turnover rates. 
Granted that the employment opportunities as such are more stable 
in retailing; but we do not know the rate at which people go in and 
out of retailing. 
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It is being said often that more very young or very old people are 
employed in retailing. 


I have data on the age distribution; these are the most recent data 
which I would like to submit for the record; these data are from a 
study made in 1955. 

(The study referred to follows :) 


Persons employed in manufacturing and in wholesale and retail trades, by age 
and sez for the United States, annual average 


Wholesale, 


retail trade 
Percent male 
OO Te PORIS... ccciccus Letanidnaenben pecs 6.2 
EE CII: us cinchaithier thane terested dil ee i aR ta ‘ } $ 
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35 to 44 years 
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55 to 64 years 
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All male 
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37 


Source: U. S. Department of Commerce, Bureau of tl 1e ns as, Current Population Reports, Annual 
Report on the Labor Force, 1955, series P-50, No. 67, M: at 1s 156, p. 6. 


Dr. Brum. The breakdowns by age groups show that retailing has 
a relatively higher percentage of employees in the very lowest age 
group, namely, the group below 20 years of age. In the group from 
20 to 24 years and from 25 to 30 years, a lower percentage of people 
is employed in retailing as compared to manufacturing. “It i is, there- 
fore, not possible to make broad general statements in regard to the 
employment pattern in retailing. 

It has also been said that one of the peculiarities of retailing is 
that women are employed in jobs with less skill. Well, I do not know 
whether men would be so much better skilled to sell. I don’t know 
that the biology of men would make them destined to be more skilled 
sales people than women. It seems to me a very poor, but very handy, 
argument. 

To summarize: In terms of certain criteria employment is more 
stable in retailing than in manufacturing. Retailing, for example, is 
less subject to cyclical fluctuations. In terms of other criteria, re- 

tailing is not more stable than manufacturing. The report on 
amending the Fair Labor Standards Act submitted last year to the 
committee contained figures on the actual work experience in manu- 
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facturing: It was 1,800 hours a year. That compares to 1,600 hours 
a year in retailing. The method used to compute these figures were 
exactly the same. The data were taken from two different columns 
in the same publication. They are as comparable as two figures can 
be. And you get 1,800 hours a year as the average work experience 
in manufacturing, and 1,600 hours a year as the average work experi- 
ence In retailing. 

Senator Dovueias. Are you going to make that part of the record, 
Dr. Blum, those figures / 

Dr. Buum. Well, not the manufacturing, except right now. 

Senator Dovgias. Can you make those a part of the record ¢ 

Dr. Brum. Cert ainty. All that has to be done is to refer to the 
staff report that was submitted last year, because the data are there. 
1 can copy them, because the staff report is out of print. And I ca! 
submit the data at this point as part of the record. 

(The data are as follows :) 


The following is the work experience of wage and salary earners in manufac 
turing during 1954: average number of hours worked, 39749; average number of 
weeks worked, 44.07. By combining these averages we obtain an average work 
experience of 1,749.62 hours, a figure which has been rounded up to 1,800 for 
purposes of this discussion. (See tables 17 and 18.) 


TABLE 17.—Work egrperience during 1954—Number of weeks worked by wage 
and salary earners in manufacturing, full-time only 
Percent 
I nica ine siecle patniasienieniates : a 5. 7 
oe nai in teceicipienineeneiain ai 5 
a caeeiainies maiadesanicunaaencinnes ee s 
em i i smeactnicinaren = 9.9 
ee rr neh as eh a a neces 5.0 
50 to 52 weeks_____-_- ; 64.2 
These figures are based on table B-2 in U. S. Department of Commerce, Bureau of the 
Census, Annual Report on the Labor Force, 1954, p. 36. The percentages are computed 
by excluding part-time workers from the data given in that table; the ciass-interval mid 
points are then multiplied by the percentages. The average of these values ive ‘ 
average work experience. 


Work experience during 1954—Numobcr of hours worked by wage and 
salary earners in manufacturing 
Percent 
of wage 
and salary 
earners 


Hours worked: 
1 to 34 


U. S. Department of Commerce, Bureau of the Census, Annual Report on the Labor 
Force, 1954, p. 29. Method of computation, see table 17. 


It follows that an “average” single woman without dependents (that is, a 
woman who had the average work experience of a worker in manufacturing 
during 1954) actually worked 1,800 rather than 2,000 hours per year. 


Source: Amendment of the Fair Labor Standards Act of 1938 as amended, staff report 
to the Subcommittee on Labor of the Committee on Labor and Public Welfare, United 
States Senate, 84th Cong., lst sess., pp. 36, 37. 


Dr. Buum. They summarize many factors, because they show the 
actual average work experience. 

Senator Dovetas. In other words, although cyclical fluctuations in 
retailing are less than in manufacturing, seasonal fluctuations may be 
greater and there may be a dilution of employment within the week due 
to the fact that shopping is not evenly concentrated on all days within 
the week and at all hours. 
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Dr. Brum. Also the Fortune survey has shown that high turnover 
is due to lack of training and poor pay. We must assume that turnover 
is higher in certain branches of retailing. Unfortunately, there are no 
data to prove this. 1 tried to obtain information from the Department 
of Labor. But the Department does not have any turnover rates. 

Senator Dovetas. Dr. Blum, we want to thank you very much for 
your testimony and your public spirit in preparing this material. 

Dr. Bium. Thank you for this opportunity to be of service to the 
committee. 

Senator Dovetas. The next witness is Mr. A. F. Hartung, president 
of the International Woodworkers Union. 


STATEMENT OF A. F. HARTUNG, OF THE INTERNATIONAL 
WOODWORKERS UNION 


Mr. Harrunea. Senator Douglas, members of the committee, ladies 
and gentlemen, I have a prepared report, however, I do want to add 
some additional statements to it as I go through it, with your permis- 
sion. 

Iam A. F. Hartung, president of the International Woodworkers of 
America, AFL-CIO, representing 140,000 workers in the lumber and 
wood products industries, of which approximately 25,000 are located 
in the southern part of the United States. 

I appear before you to express the support of our union for the in- 
creased coverage required by Senate bill 3310, and House bill 8533. 
We believe that expansion of the general coverage of the Fair Labor 
Standards Act to include all employees in firms engaged “in any 
activity affecting commerce,” will allow the Fair Labor St: tandards Act 
to accomplish its original objectives. 

The coverage provided by the present law contains wide gaps, leaves 
many important areas unregulated, and is, in general, rather planless 
in dealing with the economic ills it is intended to cure. The law is 
primarily designed for the protection of American workingmen who 
are unorganized, and lack the equality of bargaining power with their 
employers, needed to negotiate adequate wages as a matter of contract. 
We believe that extension of cover age is necessary to accomplish the 
economically sound and humane purpose of the act. 

Ilowever, our union does not believe that these bills are far reach- 
ing enough. We believe that the $1 an hour minimum wage provided 
for the in present act is not high enough. We reiterate the position 
taken before legislative committees in the past—that a minimum wage 
of $1.25 an hour is needed at this time to place a proper floor under 
wage levels. 

Our union also makes a strong protest against the failure of these 
bills to propose striking out subparagraph 15 of section 13 (a) of the 
act, which provides for exemption of 
any employee employed in planting or tending trees, cruising, surveying or felling 
timber, or in preparing or transporting logs or other forestry products to the 
mill, processing plant, railroad, or other transaction terminal, if the number 


of employees employed by his employer in forestry or lumbering operations does 
not exceed 12. 


We note that the proposed bills contain amendments striking out 
subparagraphs 4, 5, and 10 of section 13 (a) and subparagraphs 4 and 
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5 of section 13 (b). We believe that subparag iph 1S 
able and unjust, and should be stricken from the act. 

The exe mpti ion In section 13 (a) (15) is completely 
iInequitab le. The materials produced in the operatior 
exemption, chiefly logs and pulpwood, in almost all cases 
into the stream of commerce. Most of it mroes to large 
producing lumber, paper, or other wood products 

1 would lke to leave the prepared text for just 
to the attention of the committee the type of « npanie 
this commodity. 

I have here a list of what is known as the One-Hundred M 
Dollar Club of Pulp Paper and Allied Products. It has 17 companies, 
each one of them doing over a hundred-million dollars a year | 
They are scattered from one end of the Umited Stat 

1 have them also broken down in the areas i 
not only the Hundred-Million Dollar Club, but 
range in sales anywhere from 

Senator Doveras. Will you make those a pal 

Mr. Harrune. Yes. I didn’t inthe original pr 
man. These are something new that | bronaht 

Senator Doveras. I presume that they include 
International r’aper, Kimberley-Clark, Long-Be 
and others: is that correct ? 

Mr. Harrune. Yes. International P 
9%} million worth of sales, $83 million 1 
percent profit relationship to sales; Crowr 


nupel 
Di 


ie 


million, with a $44,128,000 net profit. 

They all ran about similar. These are, of course, only the com) 
with sales in excess of hundred-million dollars per year. Ho 
we also have a list of companies that do less than $100,000 busin 

Senator Doueias. You mean less than a hundred mill 


ever, 


on? 

Mr. Harrune. Yes: a hundred million. 

Getting back to my statement: There are few industries in the 
United States, doing better financially than the p iper compal ies who 
buy the pulpwood produced in these small operations, exempt by pres 
ent law. The lumber companies which purchase the kk OS, CI jO% “ 
extremely favorable profit picture, due to the building boom of 1 
last few years. The elimination of coverage under the act for Ase 
logging operations, employing 12 people or less. has the effect of 
sidizing the earnings of these large corporations at the expense of 
sroup of helpless workers, largely unorganized, who do not have the 
bargaining power to establish fair wages and working conditions 
through collective bargaining. To deny them the protection of the 
miserably low minimum wage of $1 an hour established by the 1955 
amendments, is a gross miscarriage of justice of the greatest macni 
tude. 

The problem is not a small one. According to the latest sae 
available to us, taken from the 1953 edition of County Business Pat 
terns, published by the United States Department of Commerce, the1 
were 11,052 logging operations in the United States (including Ter r- 
ritories ) employing 12 people or less. We estimate the total number 
of people involved to be in the neighborhood of 42,000. 

I wish to bring to your attention, that Mr. Ruttenberg testified that 
there were 110,000. These figures we are submitting to you are the 


sub- 
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figure »s of the compal that actually report xl to the ( ‘ensus Bure: au. 

They claim that there is possibly 1 out of 3 that made this rep rt. 
So. our fivures are not necessar ily It Poe ‘onflic ct WwW ith Mr. Ry ite ‘nbe ‘ro Ss. 

We merely took those that actually reported. 

In the Southern States alone there are 4,484 logging operations 
which fall in the same category. We estimate that about 20,000 people 
are here employed, about 65 percent of the logging workers in the 
South. 

Even under the present language of the act, the exemption provided 
by 18 (a) (15) is an inequitable and unjust advantage for a special- 
interest group. To deny these workers coverage under the broader 
definition given in the proposed bills is a travesty on justice. 

In support of our contention that the broadening of coverage pro- 
posed in these bills should be adopted, and that the exemption con- 
tained in section 13 (a) (15) should be eliminated, I should like to 
quote from the state of the Union message of President Eisenhower 
to the 84th Congress. The President said: 

“We must also carry forward the job of improving the wage-and- 
hour law. Last year I requested the Congress to broaden the coverage 
of the minimum wage. I repeat that recommendation and I pledge 
the full resources of the executive branch to assist the Congress in 
finding ways to attain this goal.” 

In view of this expression of opinion, we expect, with confidence, 
that President Eisenhower and those who support his policies, will 
stand shoulder to shoulder with us in this fight. 

I should like to point out that Secretary of Labor Mitchell, pre- 
sumably speaking for the administration, evidently supported this 
union’s view at a press conference on March 15, 1956. In that confer- 
ence, the Secretary of Labor said that he was for extension of the Fair 
Labor Standards Act coverage to retailing, the construction industry, 
and elsewhere within the limits of the Federal jurisdiction, drawing 
the line only at intrastate operations. We expect full support from 
Secretary Mitchell for our proposal to eliminate the exemption con- 
tained in section 13 (a) (15) since it is obvious that the vast majority 
of the material saan in logging operations employing 12 people 
or less flows into the stream of commerce, and comes well within the 
limits of the Federal jurisdiction, even under the wording of the 
present act. 

Senator Douetas. Secretary Mitchell is going to testify before us. 

Mr. Hartung. I can think of no better language to express the feel- 
ings of our union concerning the coverage limitations of the present 
act, and the need for amendments, than that contained in a memoran- 
dum concerning the Fair Labor Standards Act from the Department 
of Labor, dated May 13, 1955. The memorandum said, in part, “In 
this act, the primary purpose of Congress was not to regulate inter- 
state commerce as such. It was to eliminate, as r apidly as ; practicable, 
substandard labor conditions throughout the Nation. * * * 

In contrast with the objectives of the act, its present coverage is much more 
limited in scope—both economically and legally. * * * 

The reasons for such partial protection are (1) the theory on which the cover- 
age is based, and (2) the specific exemptions contained in the act. It would 
seem that unless these limitations are legally or economically justifiable, the 


present coverage and exemption provisions of the act fall far short of accom- 
plishing its objectives. * * * 
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I submit to you that the exemptions of employees of logging opera 
tions of 12 men or less is morally wrong, economically unsound, and 
unjustifiable from a legal standpoint. The exemption arose out of 
political logrolling of the worst kind. Its effect is to condemn thous- 

ands of American workers to a life of misery and poverty, in order 
to protect the pocketbooks and further inflate the profits of an already 
prosperous industry. Traditional American justice and the we Ifare 
of our free enterprise system demand the abolition of this injustice. 

Thank you, gentlemen, for affording our union an opportunity to 
testify, and for the courtesy extended to me here today. 

(The documents of The 100 Million Dollar Club of Pulp, Paper & 
Allied Products, Logging Camps and Contractors, Pulp, Paper and 
Allied Products Financial Data, 1955, are as follows:) 


The 100 million dollar club of pulp, iene and allied products 


1955 


Name of company 
Profit as per- 
cent of sales 


Sales | Net profit 


International Paper Co : =e 796, ; | $83, 105, 016 
Crowne (OPP... 5 5 nonce ncee pao sie : : | 44,128, 000 
Weyerhaeuser Timber Co Pane See 317, 000, | 49, 241, 030 
St. Regis Paper Co Saas eaiaabaiicnbiadecnnen Gaciha ae a E | 19,047, 755 
— oe aa weed a a a amare tae : ..| 247, : 21, 336, 139 
nberly-Clark Corp =F | , | 12,846, 624 
C sents ner Cer. of Amorics.............-.... eee | . 15, 703, 399 
Vest Virginia Pulp & Paper Co-- i ceaseebdthal alata te dectalapanskaetioa 76, 000, | 15, 724, 000 
Robert Gair Co 50, : 9, 320, 000 | 
Mead Corp..--- bone hl ee a eS ae i | 10, 643, 135 | 
Rayonier, Inc __- : . 15, 917, 652 
Champion Paper RENT ec an : 35, . 10, 201, 717 | 
Marathon Corp oes 35, 000, 9, 197, 053 | 
Diamond Match Co . 9, 108. 000 
Union Bag & Paper Co_-....-.-..---- aaa cobeeaatin ae 23, E 14, 266, 312 
Bemis Brothers Bag Co 22, 000, 2, 054, 656 | 
Pabco-Fibreboard Co__._.__.-- phd isles wbie kmidirccbacwitaipine on ee : | 8, 6S5, 780 


of oN eS 


Somes 





“Ie ow 
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Logging camps and contractors employing 12 or less, by States 


Number of repor 
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! Approximate figures. 


Source: County Business Patterns, U. S. Department of Commerce, 1953, citing OASI and Bureau o! 
Census Statistics. 
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Putp, paper, and allied products finay 


EAST 


ted States Gy psun = EE a 
st Virgin ia Pulp ¢ & Paper 
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st'N wthern Paper Corp. 
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erly-C larke 
it ion C rp . 
sota & Ontario Paper. 
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1-Zellerbach Corp 
erhaeuser Timber Co 


national Paper Co___- 7 796, 421, 637 

n Mathieson Chemical - -- its : 560, 480, 335 
PDE OTV INO... ncnnccnnences Saale tease j 254, 741, 498 
bert Gair_ te ae ¢ 160, 240, 000 
ud Corp.- a 150, 525, 63 
Nationa 11 Gypsum ‘Co. ‘ es sate 5 | 148, 219, 47¢ 
OU ae aainacdameeedne : 5 142, 520, 99 
on ta, Sh a . 100, 995. v2 


ytex Corp - 2 ceases 3 | 71, 136 590 
Masonite Corp--- ae iiciotiihaiate d 53, 984, 2t4 
sett Paper Mills. ........ 5 ; : 31, 751, 713 


tin op arte cinco nintraitalln bhi wek 


Mr. Hartrune. Mr. Chairman, I would like to just add this verbal 
statement : 

Most of this timber that is being logged by 12 people or less is 
owned by these large corporations. They are merely using the con- 

ract system that L presume originated out of the provisions of the 
Taft-Hartley Act where it exempts contractors from coming under 
the main bargaining unit. 
Senator Doucias. You mean they will pay so much per thousand 


teet 


Mr. Harrune. Yes, to some individual; and they will then hire 
ie crew. It is a well known fact—especially in the Pacifie coast 

iat they own all of this land that these sm: all operations are logging 
and bringing into their mills. And it is only these large corporations 


t] 


} 

i 
t} 
ua 
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that have paper mills or hard board plants that can use that type of 
wood. It all goes for hard board or paper purposes. 

Senator Douétas. Is this true in the South where the so-called small 
loggers are called I believe *peckerwood operators” ¢ 

Mr. Harruna. Yes, they use that phraseology down there, Mr. 
Senator. 

Senator Dovucias. Mostly because they resemble woodpeckers in 
their attack upon the timber ¢ 

Mr. Harrune. Well, they go out there with some very poor equip- 
ment, I presume. Ilowever, in the South there are 11 large companies, 
and these 11 companies have 69 plants. Such as Olin-Mathieson 
Chemical, Johns-Manville, International Paper, National Gypsum, 
Flintkote, Cleo-Tex, and Masonite. Those are the large giants of the 
South. And there is absolutely no reason. why the products that go 
into those mills should not be covered by the Fair Labor Standards 
Act. Because, without it—the raw material—the mills would not 
be able to operate. 

And I do not think there is any argument that certainly the finished 
product goes into interstate commerce from all of these plants. We 
hope that the bills that are now introduced will have added to them 
the elimination of the provision that excludes these loggers. 

We support the other provisions of the bill. However, we feel 
that we have been overlooked and treated as a stepchild. After all, 
the lumbering industry is one of the most profitable industries in the 
United States. And there is every indication they will continue to 
be that way. 

Senator Doverias. Well, as a former lumberjack, I think I know 
something about that. 

Mr. Harrune. The lumberjack is not so profitable. 

Senator Doveias. Thank you very much. The committee will re- 
cess for 5 minutes and then we will resume. 

(Whereupon, a short recess was taken.) 

Senator Doveias. The committee will come to order, please. 

The next witness is Mrs. Julia Algase, legislative counsel, New York 
Hotel Trades Council. * 


STATEMENT OF MRS. JULIA ALGASE, LEGISLATIVE COUNSEL, NEW 
YORK HOTEL TRADES COUNCIL 


Mrs. Auease. Mr. Chairman, in spite of the fact that I have a pre- 
pared statement here, there will be some interpolations because of 
material that I have acquired which I think will be of interest to you 
and is pertinent to the discussions that we will have. 

You heard this morning a very, very excellent presentation on the 
statistics and facts with respect to the retail trades. I might almost 
say that we could take that and adapt it to the needs of the hotel 
industry and hotel workers all over the country. 

I am going to address myself to the problem of hotel workers. And 
I can add here that the Hotel and Restaurant Employees’ and Bar- 
tenders International Union, which represents over 420,000 workers 
in the country, has asked me to say that the statement was made by 
Mr. Meany for the American Federation of Labor and the CIO states 
their position quite definitely. They have reiterated in convention 
proceedings. 





AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 277 

The necessity for extension of the Fair Labor Standards Act to 
hotel workers throughout the country. We ourselves are a New York 
City union. However, we have prepared material on the situation 
as the country is affected. 

You have also heard repeated several times what the express pur- 
pose of the Fair Labor Standards Act is—to correct and as rapidly 
as possible eliminate in industries engaged in interstate commerce 
labor conditions detrimental to the standards of living of workers 
in regard to health, efficiency and general well-being. 

I have said that I would leave to the experts such as Mr. Tyson, 
such as Mr. Ruttenberg, who testified here, and certainly to Dr. Blum, 
the question of what is an industry in commerce or affecting com- 
merce; because in spite of the fact that Professor Blum said that he 
thought it ought to be left to lawyers, I thought that he did an ex- 
cellent job this mor ning in explaining that it is not a question of what 
happens at the local level, but a series of factors that combined affect 
the entire picture of what is the industry and how does it affect 
commerce. 

But I want to go on from that for the moment to the question of 
labor conditions detrimental to the health, efficiency and well-being 
of workers not from the point of the minimum wage laws, because we 
have all said time and time again that a dollar and a quarter is the 
minimum that we need for these minimum needs, but from the point 
that the minimum need of one worker is the same as that of another 
worker, regardless of the industry he is in. 

The New York Times in a recent editorial has put it very well, say- 
ing, “After all, the wage necessary for the healthful maintenance of 
a laundry worker is not any more or less than for a clerk in a 
grocery store.” 

This particular editorial was directed to New York State minimum 
wage needs at the time. I want to adapt it, however, and enlarge it 
and say that after all the wage necessary for the healthful mainte- 
nance of a worker presently covered by the Fair Labor Standards Act 
is not any more or less than for a hotel, motel, or restaurant worker. 

Professor Blum took as his point of departure for the minimum 
needs the needs of the workingwoman without dependents. I have 
brought with me the Cost of Living for Women Workers in New 
York State which bears out quite ‘definitely, and supports, what 
Professor Blum said. 

Senator Doveras. Are you submitting that for the record? 

Mrs. Aucase. Yes, sir. 

Senator Dovetas. To be printed in the record ? 

Mrs. Aucase. I would like to have it submitted for the record; 
yes, sir. 

Senator Doveras. If it has not been printed in the record for last 
year, it will be printed in the record following your testimony. 

Mrs. Auease. Thank you. 

This is the latest report that was made. On the basis of that report, 
you will notice that the standards that were set by Mr. Blum are 
just about the same; that is, the ones that were mentioned by Pro- 
fessor Blum. This shows that the New York State minimum needs 
would be $2,588. And it is interesting that the New York City 
needs are $2,609. And the needs, let us say, of Glens Falls in upper 
New York State is $2,655, more than New York City. 
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The reason I mention it at this particular point is that in New 
York City, where we are highly organized, the minimum wage for 
New York for the hotel industry is “highe “r than it is upstate ‘where 
workers are mostly unorganized and where there is a lower differ- 
ential. 

Senator Doueias. Even though the cost of living— 

Mrs. Auease. The cost of living is higher up there. And this is 
one of those peculiar disparities that go on all the time between one 
branch of a labor department and the other branch of a labor depart- 
ment, because minimum wage boards, as you know, are called by the 
labor department. 

But I do not want to get involved in that at this moment. 

There must be. general agreement that it is neither fair nor human 
to discriminate against some low paid workers as against other low 
paid workers. ‘That hotel workers are low paid c an hardly be ques- 
tioned. ‘The hotel industry is the sixth largest in the country. There 
may be some doubt. It may be the seventh largest; but I understand 
that it has gone to sixth place. 

Business magazines such as Fortune and others have commented on 
this. The employees of the hotel industry are at the bottom of the 
earnings tables. And I will submit to you a little abstract which shows 
the average wages of hotel workers throughout the country on the 
basis of Department of Commerce statistics. 

The January 1955 issue of Fortune describes the chain situation in 
an article by Robert Sheehan, called The Chain Reaction in Hotels. 
And this is what it says: 

As every businessman who gets around the country knows, a tremendous turn- 
over in the ownership and management of hotels is taking place in the United 
States today. As he finds himself checking into the Sheraton-Astor in New 
York, the Deschler-Hilton in Columbus, Ohio, the Sheraton-Palace in San Fran- 
cisco, et cetera, the businessman traveler can be forgiven for concluding that 
the great chains have gobbled up just about every worthwhile hotel in sight. 

From a table in the article we see that starting with June of 1953, the 
Sheraton Corp. added nine hotels to its list, in Washington, D. C., 

California, Illinois, New York, Massachusetts, and you will see later 
that they are going into the motel business. 

The Hilton chain acquired all the Statler Hotels in 10 cities spread 
throughout the country. And only recently was it obliged to settle an 
antitrust suit by disposing of at least one in each of several cities, in- 
cluding New York. And I have among my papers a news item on it 
showing that one of the hotels they disposed of was then bought by the 
Sheraton chain. 

Another significant quotation from this Fortune article is that there 
are always plenty of bidders among the smaller chains for the dis- 
cards, and that no change is foreseen in the trend toward concentration 
inchain management. In fact, it has grown. 

Perhaps reference will have been made before by others to hotel 
workers’ earnings. Studies made by the Bureau of Labor Statistics 
show that hotel workers in the South receive as low as 30 cents an hour. 
It should be borne in mind that the South includes the gigantic hotels 
of Florida where, for instance, the big Alsonnett chain operates 7 of 
its 82 hotels. In Texas, where this chain operates another 7 hotels, 
workers receive as low as 32 cents an hour. 
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I have among my papers an interesting discussion of a hotel in 
North Carolina, the Robert E. Lee, in Winston-Salem, a hotel that 
has done in 2 years a million dollars’ worth of business. An entire 
‘opy of an issue of Hotel Management is devoted to the way that hote! 
operates: earnings, breakdown, employees, and so on. It might be 
very interesting for you to have. And I have it here and would be 
glad to offer it to you. 

Senator Dovcias. That will be kept for the committee files. 

Mrs. Axease. I introduce it for a particular reason. I noticed that 

ast week when the chamber of commerce re} presentative spoke, he 

mentioned that he had gotten a report from 1 hotel owner and from 
inother hotel owner showing the drastic effect that would have on 
these 2 hotels. There were no names mentioned. 

And I would like to show the other side of the picture, of a so 
called small hotel, to show how well able they would be to take an 
increase, and call your attention to the fact that in the table showing 
the number of years an employee stays in that hotel, the largest num- 
ber stay under | year. And, as the years go on, the number that stays 
on is progressively smaller. 

I think that is an interesting comment on the working conditions 
and what they have to offer to workers in that hotel. 

The American Hotels Corp. also operates some of its 47 hotels in 
Florida and Texas. Ten of the Associated Federal hotel chain are in 
Texas. President George Meany, of the AFL-CIO, has already re- 
ferred to the Arkansas minimum-wage law which permits 16 cents 
an hour for some women workers in that State. The Miller hotel 
system operates 1 of its 202 hotels in Arkansas. It has 202 hotels 
over the country. At this point I won’t go any further into this. But 
{ will offer as part of my statement the latest direc ‘tory of hotel sys 
tems operating three or mere hotels published annually in June by 
the American Hotel Association Directory Corp 

I will digress here for a minute. I see by the bills that have been 
proposed that the determination of what should be a chain within the 
purview of the extension of the act is one having five hotels or more. 

I would say on the basis of the American Hotel Association’s own 
directory that extending the chains having three or more would be 
perfectly feasible and perfectly fair. And I think they should in- 

clude those that have three or more. 

Senator Doveias. Are you going to make that part of the record. 
the directory list ? 

Mrs. Arcase. Yes. 

Senator Dovetas. That will be printed. 

Mrs. Arease. I hope I am not going to burden this record of yours. 
But I think you will find these facts are of very great importance. 
They have not been elicited up to this point. 

Senator Dovenas. That is correct. 

Mrs. Arcase. This directory lists 176 hotel chains in the country. 

One hundred and five chains operate hotels of over 5 each; 10 oper- 
ate over 27 hotels each. And of those there are a tremendous number 
of hotels in each chain. At this point I will not go any further into 
this situation. But I should like to pick up Mr. Meany’s reference to 
State inaction in the field of minimum wages, particularly from the 
point of view of hotel workers in New York State. 

78155—56——19 
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Now, I had prepared a rather thorough discussion of this. And 
my colleagues all told me I was not being very objective if I got in 
volved in New York State minimum wage. So, I eliminated it. 

All I want to say at this point, then, is that New York State is 
one of the most progressive of States. But we use a minimum-wagi 
board. We do not have a statewide minimum wage. It takes ages to 
get the board convened. It takes ages to catch up with the Federal 
minimum when a new minimum is established. There is always a 
differential. We are always considerably behind the Federal min 
imum. 

Senator Doucias. What is the present minimum for hotel workers? 

Mrs. Arcase. I will give you a copy of our minimum-wage law. 
Because you know there are all sorts of variations. 

Senator Dougrias. You mean the minimum-wage order ? 

Mrs. AuGase. Yes. 

The latest one sets a minimum—maximum-minimum—of 75 cents 
for nonservice workers in New York City; 72 cents upstate; and then 
there is a lower minimum for the service workers. 

Senator DouGias. How low 4 

Mrs. Auaasr. Very low. Service employees, employees who receive 
no meals, get 50 cents an hour. Bellboys and baggage porters, em- 
ploy ees who receive no meals, 48 cents an hour. T his is for New York 
City, which, as I say, is highly organized. We have contracts with 487 
hotels. And, therefore, our minimums are good minimums in com- 
parison with the Fair Labor Standards Act under the order. The non- 
service employees upstate get 72 cents an hour. The bellboys get 45. 
And service employees get 50. Bellboys and porters are distinguished 
from the other service employ ees. 

Senator Dovcuias. That includes tips ? 

Mrs. Atcasr. No. They are counting on tips. And there again 1s 
peculiarity, because upstate the tips are practically nothing compared 
to what they are downstate. 

Senator Doveias. You mean to say that the people upstate are not 
as liberal tippers as they are in New York City?’ I used to stay at the 
old Murray Hill Hotel, which was the hotel where the upstaters stayed. 
And it is true that the hotel clerks—or that the chambermaids and 
waiters—would complain of the low volume of tips. I now stay at 
the Prince George which has succeeded the Murray Hill Hotel as the 
dwelling place of the upstate New Yorkers. And they give the same 
testimony there. I don’t know why I have this tendency to go where 
the upstate New Yorkers go. I hope I haven’t followed either their 
polities or their tipping policies. 

Mrs. Avcasr. The Prince George Hotel is one of our most charm 
ing old-fashioned hotels. 

I think the point that I wanted to make, however, is that if our 
State, which has a theoretically progressive point of view, is so far 
behind on the hotel situation, what is it for those parts of the country 
which do not begin to have this progressive point of view? You 
know that among the States that were mentioned in testimony here 
as having low minimum wages are States where minimum wage laws 
don’t apply to hotels at all. In some cases they have only hours laws 
and no minimum wage. 

As I go ahead with some of the material that I have here, I may be 
able to pick them out. 
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On the question of the healthy state of the hotel industry, last yea 
was the best in their history for hotels in the United States, and spokes 
men for the industry say it will be even better. Here are the record 
breaking figures issued by the American Hotel Association for 1955 
Gross income : $2,653,000, an increase of about 3 percent over 1954. 

Construction of new hotels increased in the first 10 months of 1955, 
with 79 built or under construction, as against 54 in the same period 
of 1954. The new hotels are valued at $180,257,000. A 5 percent 
increase in gross volume of business is forecast for 1956 based on ex 
pectations of the national economy remaining at a high level, with 
travel, both for business and recreation, continuing to rise. As of 
November, an indicative list of hotel stocks and bonds was up 32.1 
and 3.1 percent, respectively. 

On the question of the stocks and bonds I have a very interesting 
article here called, Wall Street Is Eyeing the Hotel Field. It is in 
the December 10, 1955, issue of the Hotel Gazette, which is one of 
the official publications of the hotel industry and it points up that 
the prime motivations for the investors’ confidence in hotel securities 
are the solid growth of hotel chains in recent years and the improve- 
ment of the general economy of hotel operations resulting in fairer 
financial returns. I won’t go into i ae further on this, except 
to add that on the big board are listed the Hilton, Knott, and Shera- 
ton Hotels and— 


soon there will be a Big Four in the hotel industry. This will come about 
when Hotel Corporations of America gets listed on the big board after the 
first of the year. Currently the stock is quoted under the Child’s banner 


The new corporation will be comprised of Child’s Restaurants, Sonnabend 
Hotels, Recipe Foods, Inc., and Fred Fear & Co. 

There is such an intermingling of the types coming into the hotel 
field that you can’t distinguish one from the other. They are really 
giants spreading out into all phases of the operations, including real 
estate—the buying and selling of hotels, in which operation, inciden- 
tally, value and good will have been established on the basis of what 
hotel workers have done to build them up. 

If I thought that I was not going to burden the record, I would 
like to submit this. 

Senator Doveias. You have that right. On the other hand, re- 
member the taxpayer has to pay for the printing. 

Mrs. Atease. Suppose I leave it out, if you think I have made my 
point. I think I shouldn’t have to include it. 

Facts and figures on earnings show this: That in August 1955, 
575,000 workers were employed in hotels and lodging places. In De- 
cember 1955, the average weekly hours per worker were 41.6. The 
average all-manufacturing industries’ for the same period were 41.3. 
The average weekly gross earnings per worker, which included over- 
time for December 1955, were $41.50, which is less than the minimum 
that is established under this woman’s budget. 

Senator Doveras. In other words, the average is less than. the 
minimum ? 

Mrs. Ataase. That is right. 

Senator Doveras. You do not have frequency figures as to the per- 
centage of who gets less in a given month ? 

Mrs. Araasr. Imayhavethem. But I haven't prepared them. 
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Senator Doveras. Well, we will give you a few days if you have 
prepared these figures to submit for the record figures on the fre 
quency distribution, because that is more important than the ave 

Mrs. Avoase. If I can, I will do so. I took some of these figures 
because they make other points. For instance, all-manufacturing 
wages on the same basis—December 1955—were $79.71. And I thought 
that that differential would be a valid differential to point up here 
without going into the other features. 

(The figures referred to appear in the appendix, p. 463.) 

Senator Douaias, Yes. 


rage. 


Mrs. Auease. The same thing on the average hourly gross earnings 
per worker; January 1956, a hotel worker’s hourly gross was a dollar. 
Phe all-manufacturing, $1.93 for the same period. 

Now, it nught interest you, Senator, to know how this compares 
with, let us say, our own contract. Under our contract the unweighted 
average minimum which ineludes all those service workers who ‘ive 
very low paid on the tips theory, is $1.351,. 

Senator Dougias. For New York City? 

Mrs. Angasz. For New York City: yes, sir. On the basis of the 
fact that we have been able to bargain to that extent. 

I am not going into the large fringe benefits that are included in 
our contract. I am talking only of the sheer question of minimum 
rates and nothing more. 

[ have some other material, but you have it in the appendix show 
ing some of the other States in which various chains operate and in 
which there is no minimum. For instance, Mr. Stanley Ruttenberg 
mentioned Arizona. In Arizona, the Continental Hotel System oper 
utes 2 of its 15 hotels. And he said that the minimum wage for women 
employed in retail trade, is 55 cents an hour. From this, one might 
have gotten the idea that hotel workers get that minimum. ‘They 
don’t. There is no minimum set for service industries in Arizona, 
other than for laundry and for dry cleaning. 

In Tennessee, where the Grenville Hotel chain operates 1 of its 
21 hotels, there is hours coverage only. There is no minimum wage. 

Georgia too has hours coverage only. Here the Hickory Hotel Co. 
chain has 1 of its 46 hotels. The Hickory chain has 9 in Ohio which 
was discussed here before. The minimum set is from 49 to 55 cents 
for nonservice employees. 

Now, in North Carolina, which I have mentioned, there is no min) 
mum wage but only hours coverage. The Hickory chain has a hotel 
there. And it is interesting that in North Carolina, even the hours 
coverage doesn’t extend to hotels, which is a fact that has not been 
realized in the general discussion of the inadequacy of minimum wage. 

Now, I must say I took a little bit of offense at Mr. Packard’s state- 
ments here the other day. He spoke for the American Hotel Asso- 
ciation. And if I am quoting him correctly, he said that if hotels 
didn’t employ people to scrub pots and pans or do other menial labor, 
they would become public charges. And I can’t help commenting 
that we haven’t noticed this altruistic approach in the hotel industry 
in its rapid adoption of all forms of automation. This is a supple- 
ment to what Professor Blum was talking about on the question of 
elimination of sales people. We haven’t noted either that hotels are 
in business for the purpose of keeping people from becoming public 
charges. Mr. Packard seemed to fear that if the minimum of 4 
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doblar or a collar and a quarter were to be extended to hotels, that 
it would mai ii difficult for those hotels with less than $500,000 
annual business to keep employees. 

He said they would have to raise their wages in order to com 
pete for labor with the companies required by law to pay the Federal! 
minimum. 

On the basis of what Mr. Packard said, all these hotels would have 
to do is go to the relief rolls for the people who are hoping and pray- 
ng that an altruistic hotel owner will come along and give them a 
nice cozy substandard paying job in his hotel. 

I mentioned at the outset something about motels. When we con- 
-ider chat the hotel business is an over $2 billion business, I think 
t ought to be considered that the motel business is a billion dollar 
nisiness, and that the trend there is of absorption of motels by hotel 
chains, and the building by hotel companies of large motels. 

I have facts and figures showing that the large hotel chains are 
yoing into this aspect with absolutely gigantic improvements and 
tremendous amounts of money. But I will not take up your time 
on it except to make the point and trust that you will believe that 
what I am telling you is based on facts and figures that are available. 

For instance, the Knott Hotels plan major expansion in the motel 
field; seven luxury motor hotels planned by Knott. 

And in almost every hotel industry publication, there is a motel 
memo, with some reference to the growth of motels. 

I had prepared much material along this line which I am eliminat- 
ing. I have here material showing increase in earnings on the part of 
the Knott chain, Sheraton, and so on. I think that I would be labor- 
ing the point now if I were to go any further into it. But I will leave 
you with the fact that if there are any other facts and statistics that 
you would want on the hotel field, I would be only too happy to supply 
them. 

I would like to call to your attention this morning’s editorial in 
the Times which queerly enough has two very interesting juxtaposi- 
tions : one viewing your hearings with a great deal of interest and hope 
that there will be extended coverage; and the second, just below it. 
a discussion of what is happening in motels and how this is the big 
business in New York State and all over the country. 

And I thought that this was interesting enough a juxtaposition 
to call to your attention. 

Thank you very much. 

Senator Doveras. Thank you. 

(The documents referred to above appear in the appendix.) 

Senator Dove.as. It is now almost 12:30. I had hoped that we 
might hear all the witnesses this morning. But that now seems 
impossible. I wonder if I might ask other witnesses if it would be 
too inconvenient if they came back at 2 o’clock. 

Mr. Mcriter. That is fine with me. 

Mr. MutirKEN. Yes, that is convenient for me also. 

Senator Doveras. I will ask the reporter to place in the record a 
statement of the Amalgamated Clothing Workers of America. 
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(The statement above referred to follows:) 


STATEMENT BY Dr. VeRA MILLER, RESEARCH ASSOCIATE, AMALGAMATED CLOTHING 
WORKERS OF AMERICA 


The Amalgamated Clothing Workers of America represents close to 400,000 
members employed primarily in the men’s apparel industries. Its membership, 
however, includes also a substantial number of workers in the laundry and 
cleaning and dyeing industries and in retail trade in various cities throughout 
the United States. 

Our organization has had many years of experience in dealing with the prob- 
lems of the laundry and cleaning and dyeing workers and those employed in 
retail trade. These have been among the lower-paid groups in our economy. 
The Amalgamated believes that coverage of the Fair Labor Standards Act should 
be extended to these workers. 

This statement will deal with the need for extension of coverage to laundry and 
cleaning and dyeing workers. The Nation’s more than a half million laundry and 
cleaning and dyeing workers do not now, on the whole, have a minimum standard 
of living. Most of them are not unionized and do not have the protection of union 
contracts. At the same time, provision through State minimum wage orders is 
nonexistent in many States and inadequate in others. Under these circum- 
stances, Federal action is obviously needed to afford these workers adequate 
protection. 


STATE MINIMUM WAGE ORDERS DO NOT AFFORD ADEQUATE PROTECTION 


While it has been generally assumed that laundry and cleaning and dyeing 
workers are protected by State minimum wage orders, these orders do not exist 
in many States, and, in those States where they do exist, the protection afforded 
is far from adequate. With regard to minimum wages, 25 States at present 
have minimum wage orders covering laundry workers or general orders under 
which laundry workers are included ; 19 States have orders covering cleaning and 
dyeing workers or general orders under which they are covered.’ With regard 
to premium pay for overtime, only 14 States have such provision for laundry 
workers either in laundry orders or general orders, while only 11 States have 
such provision for cleaning and dyeing workers in either specific orders for 
that industry or in general orders. And, among those States with orders calling 
for premium pay for overtime, only 3 provide for time-and-a-half after 40 hours 
a week, while 2 provide for time-and-a-half after 8 hours a day and 1 allows 
for time-and-a-half after 8 hours a day but only after 48 hours a week. Tables 
1 and 2 in the appendix summarize the minimum rate and premium pay pro- 
visions, respectively, of the State orders affecting the laundry and cleaning and 
dyeing industries. 

A further examination of tables 1 and 2 also shows that the protection afforded 
even in those States which have orders is far from adequate. To begin with, 
some of the orders are very much out of date. Minnesota has not revised its 
laundry order since 1939; Illinois, not since 1937. Ohio’s laundry order dates 
from 1934 and its cleaning and dyeing order from 1935. And it is 40 years since 
Arkansas adjusted its laundry order, which is dated 1915. A number of other 
States have not changed their minimum wage orders since the 1950 amendments 
to the Fair Labor Standards Act. These include Arizona, Kentucky, Pennsyl- 
vania, South Dakota, and Wisconsin. 

In the older orders, it is not surprising to find that the minimum rates pro- 
vided are low. The Arkansas minimum of $1.25 for an eight-hour day amounts 
to 15.6 cents an hour, while Ohio has a 35-cent hourly rate for cleaning and 
dyeing and a 27.5-cent rate for laundry. Illinois rates range from 23 to 28 cents 
an hour, while Minnesota provides for from 23 to 32 cents an hour. Even some 
of the States with orders dating from the 1940's have rates of less than 30 cents an 
hour, rates which are on the books and effective now, in 1955. What is perhaps 
even more significant, however, is that some of the States which have revised 
their rates since the 1950 amendments to the Fair Labor Standards Act have 
rates as low as the 45 and 55 cents effective in Colorado, and the 50 cents pro- 
mulgated just this year in New Mexico. 


1 cm the discussion of State minimum-wage orders, the District of Columbia is included 
as a State. 
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It is clear from even a cursory analysis that, important as State provisions 
have been in the historical development of minimum wage legislation in this 
country, the actual protection afforded the workers in the laundry and cleaning 
and dyeing industries by current State orders is meager and a long way from pro- 
viding a minimum standard of health and decency to the majority of the workers 
employed in these industries. 


PRESENT WAGES OF LAUNDRY AND CLEANING AND DYEING WORKERS ARE SUBSTANDARD 


Present wages of laundry and cleaning and dyeing workers are substandard. 
The United States Department of Labor’s Bureau of Labor Statistics made a 
survey of the average hourly earnings of production workers in power laundries 
and dry cleaning establishments in May—July 1955. The results of this survey 
for the 29 metropolitan areas and cities for which reports have been released 
are presented in table 3 in the appendix. When these figures are compared with 
minimum budget figures, it is obvious that the present level of earnings of laun- 
dry and cleaning and dyeing workers is generally substandard. 

The United States Bureau of Labor Statistics’ city worker’s famliy budget is 
a budget for a family of four—a husband, wife, and two children. It is de- 
scribed by the Bureau as “not a ‘subsistence’ budget, nor is it a ‘luxury’ budget; it 
is an attempt to describe and measure a modest but adequate standard of living.” 
The last date on which this budget was priced by the Bureau of Labor Statistics 
was October 1951. The annual amounts needed to meet the city worker's family 
budget for the 34 cities for which it has been developed are presented in table 
4 in the appendix, along with the hourly amounts needed to meet the budget. 

There should be no question about the comparability of the amounts called for 
by this budget with the wages of male workers, since it must be assumed that 
an American male should, throughout many years of his working life, earn 
enough to raise at least two children. (Such an assumption must be made if 
our population is merely to maintain its present level.) When an actual com- 
parison is made, however, of the earnings reported for male production workers 
in laundries and cleaning and dyeing establishments by the Bureau of Labor 
Statistics with the amounts the BLS considers necessary for a modest standard 
of living, the results are striking. Even on the west coast, where wages in the 
industries are relatively high, as compared with other areas of the country, 
men employed in these industries did not earn ¢aongh to meet the city worker's 
family budget. In Seattle, the highest wage city for male workers, 22 cents an 
hour more was needed than was earned by the male laundry and dry cleaning 
workers. In the Nation’s largest cities, where the preponderance of laundry and 
cleaning and dyeing workers are employed, the differences were overwhelming. 
In New York, the difference between what was needed and what was earned was 
62 cents an hour. In Chicago, the difference was 43 cents an honr: in Phila 
delphia, 66 cents an hour: in Detroit, 40 cents an hour; in Cleveland, 59 cents 
an hour; and in the Nation’s capital, Washington, D. C., 99 cents an hour. 

Data on the amounts needed for women workers were sparser: only a few 
of the States and the District of Columbia prepare working women's budgets. 
The existing data on working women’s budgets is summarized in table 5, in the 
appendix. We find here that, in a number of cities, the wages reported by the 
BLS on table 3 for women workers are below the minimum health and decency 
budgets prepared by several of the States. In New York, 22 cents an hour more is 
needed for a minimum standard of living than is earned by female laundry and 
cleaning and dyeing workers. In the Newark-Jersey City area, 44 cents an 
hour more is needed; in Philadelphia, 24 cents an hour more; in Pittsburgh, 
23 cents an hour more; in Louisville, 20 cents an hour more; and in Washington, 
LD. C., 19 cents an hour more. With regard to these wage levels and with 
regard to those few cities for which the amounts needed by the State budgets were 
not more than the level of earnings, it should be noted that these budgets are, 
for the most part, for the support of the woman herself (in at least one case 
for the support of a woman living as a member of a family, with the financial ad- 
vantages of community shopping and living). Actually, a great many women 
workers in the laundry and dry cleaning industries need greater amounts than 
are called for in these budgets because they are responsible for the total or 
partial support of children of others or, if not, they live alone and do not benefit 
from the economies of community shopping and living. 

Those primarily affected by Federal coverage, when extended to these in- 
dustries, would obviously be the women workers. For, although the wages of 
male workers are not high enough to meet the BLS budget standards, they 
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are, on the whole, higher than the present Federal minimum of $1 an hour 
Nevertheless, three-fourths of the laundry and cleaning and dyeing workers ars 
women, according to the BLS 1955 study of wages of power laundry and clean 
ing and dyeing workers, and it is these workers who are most in need of greate 
protection than is now afforded by the State minimum-wage orders. 


CONCLUSION 


The Nation’s more than half million laundry and cleaning and dyeing workers 
are an important segment of our economy and make a vital contribution t 
the health and standard of living of the communities in which they live and 
work. It is clear from the foregoing facts that, on the whole, they do not now 
have a minimum standard of living and that existing State minimuin-wage orders, 
where they exist, have not been effective in establishing decent living standards 
Federal action is obviously needed to correct this situation, and, to this end, 
the Amalgamated Clothing Workers of America urges that the protection of the 


Fair Labor Standards Act be extended to the laundry and cleaning and dyeing 


workers. 


TABLE 1.—Basic minimum 


APPENDIX 


rates provided in the State 


minimum 


wage orders 


for the laundry and cleaning and dyeing industries 


Effective date 


Industry 


of order 


Arizona 


Arkansas... 
California 


Colorado 


Connecticut 

| June 
oo=-0-] Ag. 
be cad a Aug. 


District of Columbia , 
Illinois 


| 


Kentuely- _| Apr. 


Massachusetts _ __. Feb. 
| May 


Minnesota ..| May 


Nevada-- 
New Hampshire. 


| June 
New Jersey 


May 
New Mexico. |; June 


New York Feb. 





North Dakota_- Jan. 


Ohio... yeny 


| Aug. 


| Feb. 
June 
July 


| 


Oregon - - _- 


Pennsylvania- 
Rhode Island 
South Dakota 


Utah... Jan. 


Washington State-_. June 


Wisconsin - Feb. 


Wyoming_.-- --...| May 


Sources: Women’s Bureau, U. S. Department of Labor and Commerce Clearing House. 


Mar. 


_ 12, 1948 ees - = 


. 20, 4 ; 
1,1952 | Laundry, dry cleaning, and 


Dry cleaning-- 

1915 | Laundry 
dyeing. 
11,1951 | Laundry 


.do ie 
Cleaning and dyeing 
Laundry, dry cleaning 
Laundry... 


17, 1951 |_- 
, 1951 
1951 | 
, 1937 


1, 1942 | Laundry, dry cleaning, and 


dyeing. 


16,1953 | Laundry-_-____- 
,1955 | Dry cleaning 
1, 1939 | Laundry. 


28,1955 | General order, women 
11,1953 | Dry cleaning, laundry-. 
6,1956 | Laundry, cleaning and dye- 
ing. 
Service employees _-. 
Laundry 


11, 1955 


15, 1953 
24, 


Cleaning and dyeing 
Laundry, cleaning, and dye- 
ing. 

Cleaning and dyeing 
Laundry 
Laundry, cleaning, and dye- 
| ing. 

, 1941 | Laundry 
1,1951 | Laundry, dry cleaning 
1,1943 | Laundry, among others. - 


1953 


7, 1935 
26, 1934 
29, 1950 


' 
{Laundry. ; 
1953 Cleaning, dyeing, and press- 
ing. 
5,1950 | Laundry, dry cleaning, and 
dye works. 
General order _ - 


25, 


10, 1947 | 


20, 1955 |.....do.... 


Note.—The basic minimum rates listed are for experienced workers. 
were provided for apprentices or for workers otherwise classined as inexperienced. 


Basic minimum rate 


| 52 cents. 


60 cents. 
15.6 cents. 
75 cents. 


55 cents, zone 
zone B, 
75 cents. 
Do. 
Do. 
28 cents, district 1; 25 cents 
district 2; 23 cents, district 
3 


A; 45 cents, 


28 cents, zone 1; 25 cents, 
zone 2; 22.5 cents, zone 3 
20 cents, zone 4. 

70 cents. 


| 80 cents. 


32 cents, A areas; 28 cents, B 
areas; 25 cents, C areas; 23 
cents, D areas. 


.| 87.5 cents. 
; 60 cents. 


85 cents nonclerical;'80 cents 
clerical. 

50 cents. 

75 cents, zone I; 70 cents, 
zone IT. 

80 cents. 

$24 for week of 38 to 48 hours. 


35 cents. 


.| 27.5 cents. 


60 cents. 


27 cents. 

70 cents. 

27.8 cents, cities of 
22.2 cents elsewhere. 

65 cents. 

70 cents. 


2,500 


65 cents. 


45 cents, 3,500 or over; 40 
cents, 1,900-3,499; 38 cents, 
elsewhere. 

75 eents. 


In some instances, lower rates 
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TABLE 2.- 


“HE 


Provisions for premium 


FAIR 


LABOR STANDARDS 


for overtime n 


pay 


ordera for the laundry and cleaning and dycing 


rizona 
KunS&as 


slifornia 


lorado 


nnecticut 


istrict of Columbia 


noi 


Kentucky 


M assachusetts 
nnesota 

Nevada 

New Hampshire 


New Jersey 


ew Mexico 


New York 
North Dakota_-_-- 


Pennsylvania.-- 
Khode Island 
“outh Dakota 


tah 


ashington _ _.... 


Wisconsin .......... 
\ yoming 


E flect 


ve dat 


of order 


ert 
ert 
' 


M ar 
Aug 


Feb 


fApr 
(June 


Aug 
Aug 
Apr 


{Feb 
(May 
M ay 


Mar. : 


June 
M ay 


June 
{Feb 
\ 


Jan. 


{Jan. 
Vuly 


Aug. 


Feb 


June 


July 
Jan. 


June 


Feb. 
May 


Aundry, a 
Aundry 
A#undry, 


dveing 
lyeing 


Laundry 

Dry cleaning 

I sundry 

General order for women 


Dry cleaning, laund 
Laun iry,¢ leaning, 
General service emp 
order, with laundry speci 
fied 
15, 1953 sundry 
‘Jeaning and dyeir 
aundry, cleaning, 
ng 
leaning and dyeing 
aundry 
aundry, cleaning, 
ing 
1, 1941 Laundry 
1,1951 | Laundry, dry cleaning 
1, 1943 | Laundry, among others 
25,1953 | Laundry, cleaning, dyeing, 
and pressing 
Laundry, dry cleaning, and 
dye works 
10, 1947 | General order 
20, 1955 do 


24, 1953 


_ 1935 
26, 1954 
29, 1950 


5, 1950 





Sources: Women’s Bureau, U. 8. Department of Labor and Commerce Clearing 


A( 


i 


45 a week 
45a week 
44a week, at regular 


ifter 45 


provision 


week 
Lx 
Do 


Do. 
Do. 


House. 
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TABLE 3.—Average hourly earnings for production workers, power laundries and 
dry cleaners, May—July 1955 


All pro- Male pro- Female pr 
duction duction duction 
workers workers workers 


Average, 29 metropolitan areas and cities 1 $1.06 | $1.38 
Atlanta . . 06 . 93 
Birmingham 63 77 
Boston 06 34 
Buffalo. . 11 5 
Chicazo 20 5S 
Cleveland... 09 38 
Dallas. R3 12 
Denver 00 
Detroit 16 
Houston 77 
Indianapolis. 08 
Kansas City, Mo- W4 
Los Angeles 24 
Louisville ‘ 94 
Memphis 67 
Milwaukee 14 
Minneapolis-St. Paul ; 15 
Nashville . 63 
Newark-Jersey City __- 08 
New York. ‘ 15 
Philadelphia : 02 30 
Pittsburgh dega : ‘ 3 .02 38 
Portland, Oreg . is alae 23 67 
Providence _ _. — 5 a ‘ . 02 21 
Richmond cesta teat cal ee . 98 
St. Louis_-_.. hieiks jean .97 19 
San Francisco-Oakland_-. sensei = . 44 81 
Seattle : uli dicen init oo . 32 . 84 
Washington, D. C _ eee ; a ; . 94 15 


1 Computed by research department, Amalgamated Clothing Workers of America, on the basis 


weighted averages. 


Note.—The figures exclude premium pay for overtime and for work on weekends, holidays, and late 
shifts. 


Source: U. S. Department of Labor, Bureau of Labor Statistics, Summary Release, Earnings in Power 
Laundry and Dry-Cleaning Industries, May-July 1955. 


TABLE 4.—City worker’s family budget, 34 large cities, October 1951 


Total an- Hourly Total an- Hourly 
City } nual cost wage City nual cost wage 
of budget needed ! of budget neetiel 


Washington, D. C_- $ 
Milwaukee, Wis_- 
Richmond, Va 
Atlanta, Ga 

Los Angeles, Calif 
Houston, Tex 


, 454 $2. 141 Chicago, Tl $ 
, 387 .109 Minneapolis, Minn_-_. 

, 338 OR6 Portland, Oreg 

.315 075 || Norfelk, Va__- 

, all 073 Buffalo, N. Y_-. 

, 304 069 St. Louis, Mo 

Seattle, Wash , 280 058 Cleveland, Ohio 

San Francisco, Calif , 263 050 Manchester, N. H 


4 185 $2. 012 
+ 
4 
4 
4 
4 
4 
i 
Birmingham, Ala 4,252 044 || New York, N. Y 
4 
4 
4 
4 
4 
+ 
4 
4 


161 OO 
153 997 
146 . 993 
127 Ys4 
112 977 
103 973 
090 
O83 
O78 
067 


Baltimore, Md_ ,217 027 Philadelphia, Pa 
Boston, Mass , 217 027 Savannah, Ga 

Cincinnati, Ohio , 208 023 Indianapolis, Ind_. , 044 
Pittsburgh, Pa , 203 021 Portland, Maine 021 
Jacksonville, Fl . 202 020 Scranton, Pa 4,002 
Denver, Colo-- , 199 O19 Mobile, Als_- 3, 969 
Detroit, Mich ,195 O17 Kansas City, Mo 3, 960 
Memphis, Tenn , 190 .014 New Orleans, La 3, 812 


shim ihm ne be abe be ake We ke ie 


NWN NNNNNHNNNNHNNW 


1 Calculated by dividing the total annual cost by 2,080 hours, i. e., 40 hours a week, 52 weeks a year 


Source: U, S. Department of Labor, Bureau of Labor Statistics, Monthly Labor Review, May 1952 
p. 521. 
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Tante 5.—Working women’s budgets in various States in the United States 


Estim ated 
i] cost 
of budget Date of pricing 
at time 
of pricing 


$2,312.16 | February 1954 
: 2,003.98 | October 19% 
Aorado 1,513. 00 January 1949 


, 866. 57 March 1949 

rict of Columbi » 2. V7 MM 1953 
ntucky 1, 992 February 1949 

me , 236.04 December 1950_. 
ssachusett 1, O66. 53 February 1954 

© Jersey a 2, 932. 61 October 1054 

~ York State 2, 588.00 September 1055 

svyivania eee 2,121.00 November 1949. 
t 22%) 00 October 19% 
iwhington State x 2, 664.00 | May 1952 


\ 
\\ 


he total annual cost of commodities and services was listed as $1,723.07 I mount did 
r, include Federal income and social-security taxes, listed as $209 and $34 ‘6 , respectivels i 
ther States include these items, they were added to the Massachusetts figure for 
ability. 

2 The Consumer Price Index of the U. 8. Department of Labor, Bureau of Labor Statistics, ws 


sources: U. 8. Department of Labor and departments of labor, industry, and/or welfare of the 
States and the District of Columbia. 


Senator Doveras. We will adjourn at this time and meet again at 
? o'clock. 
(Whereupon, at 12: 30 p. m., the subcommittee recessed, to reconvene 
at 2 p.m.) 
AFTERNOON SESSION 


Senator Doveras. The first witness this afternoon is Mr. Russell R. 
Mueller, managing director, National Retail Hardware Association. 
Mr. Mueller, we are very glad to see you. 

First, may I thank you for your courtesy in being willing to postpone 
your testimon y.- 

Mr. Mvuetier. I appreciate the opportunity to appear before your 
committee, Senator. 


STATEMENT OF RUSSELL R. MUELLER, MANAGING DIRECTOR, 
NATIONAL RETAIL HARDWARE ASSOCIATION 


Mr. Murtier. My name is Russell R. Mueller. I am appearing 
before this committee as managing director of the National Retail 
Hardware Association, an affiliation of 38 State and regional hardware 
associations, with a membership of approximately 23,000 dealers 
located in communities throughout the United States. 

My qualifications as a witness before this committee are not based 
solely upon my present position with the National Retail Hardware 
Association. For a number of years I had ownership interest in two 
small hardware stores in New England. Further, I have earned my 
livelihood from the retail hardware industry for the past 17 years. 

No classification of retail merchants are more typically American 
than are dealer members of the National Retail Hardware Association. 
These retailers maintain independently owned and operated establish- 
ments. Historically, they have served the daily hardware needs of 
their local communities. They carry stocks of various items of hard 
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goods, such as hand tools, garden tools, housewares, paint, builders’ 
hardware, nails, wire products, and farm supplies. 

Forty-three percent of the membership of the National Retail Hard 
ware Association is located in towns and communities under 2,500 
population. Seventy-four percent of our 23,000 member stores are 
represented in communities under 25,000 population. With this type 
of varied retailing, store operations and conditions of employment 
would depend greatly upon the customer demands upon these stores, 
i. e., farmers, mechanics, tradesmen, do-it-yourselfers, and home goods 
housewife buyers. 

While these truly small-business men may be thought by some to be 
individually of relative insignificance, collectively, and in their own 
communities, they represent a substantial position in the economy and 
render a worthwhile service to the consumers they serve. 

Each year the association makes a retail hardware survey, using a 
representative sampling of the member stores, based on store sizes and 
community population. Much of my testimony will be based upon 
data taken from the 1955 survey. A few figures taken from this sur 
vey will, I feel, give you a specific briefing of the types of local mer 
chants engaged in the retail hardware business. 

In order to conserve time—— 

Senator Dovetas. May I say, please take all the time you want be 
cause I have already presumed upon you a great deal and you should 
havea full opportunity to develop your case. 

Mr. Mvetier. I won't read from my prepared statement. I would 
like the statement and the exhibits of our study to be made a part of 
the record. I will follow the chronological order of the statement, 
high-spotting those considerations that may be peculiar to the hard- 
ware business, and those factors on which we would like to call the 
attention of the committee in your present and in future deliberations. 

Also, by conserving time on my statement, I am hopeful that in this 
manner more time may be allotted to questions that may be stimulated 
xs a result of my remarks, 

An overall look at where our stores are located shapes up about like 
this: 48 percent of our stores are in towns under 2,500 population; 
74 percent are in communities under 25,000. I couldn’t help but be 
impressed with Dr. Blum’s comments this morning, saatindinale his 
quotations from some of the eastern papers. We market our hard- 
ware looking west of the Hudson River, rather than east of it. I 
know in your own State of Illinois 47 percent of our stores are in 
towns under 2,500 population, 58 percent are in towns under 5,000 
population, 80 percent are in towns under 25,000, and 87 percent of 
our hardware stores in Illinois are in towns under 50,000 population. 

I have run such a tabulation on some of the other States. In West 
Virginia, we have 88 percent of the stores there that are under 50,000, 
even in Massachusetts, Senator Kennedy’s bailiwick, and where I have 
operated a couple of stores, 73 percent of the stores there are in towns 
under 50,000 population. 

In Arizona, we have 23 percent under 2,500, 40 percent under 5,000, 
53 percent under 2 5,000, 78 percent under 50,000. 

Senator Dove.as. I see that you have tailor made your figures to 
adapt them to the membership of this committee. 

Mr. Mvetter. Well, let’s take the figures for lowa; 72 percent of 
our stores are in towns under 2,500; in Nebraska 71 percent are in 





AMENDING THE FAIR LABOR STANDARDS ACT OF 1! 29] 


towns under 2,500; and in South Dakota we have 8) percent of our 
= in towns under 2,500 population. 

Each year our association makes an annual survey. It is a study of 
the facts and figures and operation of our stores an d much of my 
tatement refers to this survey that was recently completed covering 
the 1955 operating vear. 

Perhaps this is some of the mechanics that Dr. Blum referred to 
this morning, but I still would like to recite them for our particular 
ndustry. 

In 1955, the average sales volume for the retai] hardware stores 
throughout the United States was $96,500. The average salary per 
<toreowner or manager was $4,470. The average salary for all em 
ployees, exclusive of storeowners or managers, was $2,705. 

Attached to my staement you will find what I refer to as exhibit A 
which gives a breakdown of annual salaries of owners, employers 
of stores and communities, towns and cities by population, together 
with a breakdown by sales volume of stores. 

Basically, we feel that wages and hours in retail hardware stores 
are matters so local in character that they are not susceptible to con- 
trols designed for nationwide application. 

Our stores are trying to ae 2 the needs of the community, and 


these needs differ within the State, within regions within the State, 
within counties and within the towns. The store hours must coin- 
cide with the buying habits of these consumers. 

A tradesman on a construction job might pop into one of our stores 
at 7 o’clock in the morning. He is looking for some pickup items, 
hove wheelbarrows, et cetera. The farmer patronizes our stores 


based on the weather. If he can work in the field until almost dark 
he wants to come into our store and satisfy his needs so he can get 
back into the field the next day. Our householder, Mrs. America, fills 
in the day between those two early and late customers of ours. 

The store sizes and the number of employees are affected greatly 
by the area in which they are trying to serve. The seasonableness 
of our business is very important. ‘T break that out in exhibit B, 
which is included with the statement. Spring planting and in the 
fall, when we get into cold weather needs, and other such variables 
create varying conditions and needs. 

The employment conditions in hardware stores has some rather 
unique characteristics. We employ, including the storeowner, four 
and a half people. A rather strong and personal relationship develops 
between the storeowner and the employees. 

Our people think of employees in terms of annual wage earners, 
rather than on a weekly or monthly basis. Irregular hours are not 
unusual. In fact, the hardware dealer that happens to live within 
a block of his store or happens to live up above his store is many times 
called upon to service the needs of the community at all hours of the 
day or night. Going back to our statistics in the matter, January, 
February, and March, traditionally, are red-ink operating months and 
yet our stores maintain a full work force during that period. We do 
‘0 percent more business in May than we do in January, and we do 
‘3 percent more business in May than in February. Under a strait- 
jacket of a minimum wage and a 40-hour week, a hardware dealer 
would have to consider laying off employees during extremely slow 
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months, to make up for additional employment costs required during 
peak seasons. 

Now, another unique characteristic is the storeowner himself, be- 
cause he sort of serves as manager, buyer of the community needs, 
salesperson, advertising and promotion manager, part-time book- 
ke eper, and many times ends up as the delivery boy. 

The hardware dealer is a service center type of operation. Custo- 
mers require every conceivable type of service, such as how to refinish 
an old antique table, and the various phases of how you trim it down. 
or peal it off and put on the new finish, ete. It is a type of store that 
productivity that was referred to this morning is a little bit difficult 
to understand. 

Because it is ‘such a service center the hardware retailer is one of 
the most stable retailers in the United States, and Dun & Bradstreet 
rates him so. He has the least turnover, the least business failures of 
any branch of retailing in the country. He is rather a solid citizen 
and a stable businessman. 

Another unique feature is the fact that we carry a large number of 
items of merchandise. The average store would carry eighteen to 
twenty thousand individual items of merchandise. It is very obvious 
that we need longevity of service, and people who have a constant 

employment record within that store to be able to find the merchandise, 
much less talk about it and advise on its usage. 

Senator Dove.as. One of the worst nightmares I ever had, and I 
don’t quite know how I had it, was dreaming I was clerk in a hardware 
store and was asked to find a certain kind of anger, and kept going 
from one drawer to another trying to find this auger. I have never 
clerked in a hardware store, but I spent a very uncomfortable few 
minutes in my dream trying to find an auger that wasn’t there. 

Mr. Mve.irr. There are some eighteen to twenty thousand type of 
things and to that end we have improved our operations in that much 
of it is now on open display. The extension of coverage under the 
Fair Labor Standards Act would have serious adverse effects upon 
the retail hardware industry. Any attempt to apply such standards 
for wage rates and hours to retail hardware stores would impair the 
existing close relationship between management and employees and 
the customers served by them. 

This close and personal relationship would be impaired, layoffs 
could conceivably result, and this wealth of product knowledge in our 
line of merchandise would be destroyed and very obviously the annual 
wage would have to go. 

Inflexible store hours would mean less service to the type of cus- 
tomers that I have already related to vou that we serve. It may be 
suggested that we stagger our work force, but I don’t know how you 
stagger four anda half. employees, with lunch periods, haircuts, vaca- 
tions and afternoons off. The store would be absolutely vacant. In- 
creased costs to be reflected in consumer price index or inadequate 
community service, that is the only thing that we could probably 
resolve. 

Let’s take a look at the profit picture and again T am dealing in 
mechanics as they were referred to this morning. 

Let’s take this $96,005 hardware store. He ‘has $32.257 tied up in 
inventory, he has $22,321 invested in furniture, fixtures, delivery 
equipment and other assets. He then meets the payroll of four and a 
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half employees, one of which is himself, and ends up with a 2.25 
percent profit on sales. If we take this same hardware dealer's 
total sales and subtract his cost of goods, we find that he operates on 
1 29.4 margin. 

Well over half of this margin, nearly 60 percent to be exact, is paid 
out in salaries. He has the remaining 9.95 percent to take care of 
his heat, light, rent, delivery truck, and the insurance that you re 
ferred to this morning, Senator Douglas, and when he gets all through 
with that he ends up with this 2.25 percent. 

Senator Dovucias. That is before taxes / 

Mr. Mueiier. That is before taxes, yes, sir. 

His greatest one expenditure is the providing of employment on an 
annual basis to people necessary to him to help run his business, and 
| would refer you for further detail on this to our complete study In 
exhibit C. 

The multiple duties of storeowner and employees alike would make 
it very difficult, 1f not impossible, to comply with the hundreds of 
complicated regulations. Interpretive bulletin Part 778 deals with 90 
topics, with which the hardware dealer would need to be familiar, and 
yet we have no comptrollers, we have no legal advice, we don’t have 
anything like that in the operation of the retail hardware store. 

Even during the war, during the Price Administration days, they 
recognized this particular problem, not because our dealers did not 
want to comply, but because physically it was impossible to do so, and 
we were governed differently than most other classes of retailers. 

Now, the revision of the act to cover only large retailers and multi 
unit retailers with establishments 11: more than one State, would be 
completely objectionable to the retail hardware trade. 

Any such action would create inequities within our own trade and 
among retail establishments in business communities throughout the 
country. Hardware dealers who may have interest in additional 
stores, located in more than one State, have the same problem as the 
individual store. Then if we were to think in terms of extending 
coverage of the act to retail establishments, exceeding a fixed dollar 
volume, or if they employ a certain number of employees, this, too, in 
our opinion would result in inequities. 

The size of the store, and I am speaking now specifically of the 
hardware store, merely reflects greater number of average items han- 
dled, and we then pop up to somewhere between 25 and 35 thousand 
items in our larger stores. It further reflects a broadening of type of 
customer served. We would have more contractors to serve, more 
farmers, housewives, tradesmen, etc. I can’t see where dollar volume 
could conceivably rule in the case of the retail hardware store. 

Today the same reasons that led Congress in 1938 to exempt retail- 
ing from the Fair Labor Standards Act controls are valid. When 
the Fair Labor Standards Act was enacted in 1938, it included a 
retail exemption from the minimum wage-and-hour provisions. 

The Congress recognized that retailing was primarily local in char- 
acter and not susceptible to controls designed for national application 
without regard to varying local problems. Also, it was recognized 
that the retail industry could not limit hours of work through indus- 
trial assembly line techniques and that retail service to customers 
would require varying hours of work, depending on local conditions. 

In the next 10 years the exemption was gradually whittled away by 
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administrative interpretations. In amending the act in 1949, Con 
gress again recognized the need for the exemption and adopted clari 
fying langu: ige to prevent coverage by administrative regulation. 

In the retail hardware tr: ade, the need for the exemption today is 
exactly the same as existed in 1988 and 1949. The wage scales and 
hours of employment in retail hardware stores should be dictated 
solely by local conditions and the type of person employed. Any ex 
tension of coverage of the Fair Labor Standards Act to the retail and 
service trades would be harmful to local merchants, to their employees 
and to the customers they serve. 

The National Retail Hardware Association, on behalf of its 23,000 
members in the United States, urges that no such amendment be pro- 
posed or enacted, and again, I want to personally thank you for per- 
mitting me and the privilege to appear before your committee. 

Senator Doveras. Thank you very much. 

I have just 1 or 2 questions. Then I will ask Senator Goldwater 
to take up the questioning. 

As I read your statement, it seemed to me that you were devoting 
the major portion of your objections, although not exclusively, still 
predominantly, to the question of the basic 8-hour day and the 40-hour 
week, rather than to the question of the hourly rate. 

Am I correct in that, that what you seem to be chiefly afraid of — 

Mr. Mvetirr. We don’t operate on a 40-hour week. We are about 
a 48-hour week. 

Senator Doveias. That is what I was trying to get at. 

Mr. Mveturr. Our normal workweek would be about 54 hours. 
Then by the time we plan an afternoon off for the employees, it would 
average out about a 48-hour workweek for people who work in hard- 
ware stores. 

Senator Doveias. That is what I was trying to get at; your objec- 
tions in the main seem to be directed at the basic 8-hour day and the 
40-hour week, rather than at the hourly rate. You may object to the 
hourly rate, too: but in major portion your objection seemed to be at 
the hours provisions. 

Mr. Muretier. Yes, and in recognition of where we are located, 
where our stores are. I mean the quotations from the New York Times 
don’t impress me too much. 

Senator Dovcias. I understand. 

Mr. Mvuetier. Because we are in this small part of the State and as 
you go down into your State you know the kind of stores I am talking 
about and those are the people that I represent. 

Senator DoveLas. Now suppose we were to take as our standard, 
interstate chains. There wouldn’t be many interstate chains of retail 
hardware stores, would there ? 

Mr. Mvettrr. No, sir. The only fear I would have there is that it 
would be just one step toward this 41/, fellows that I am talking about. 

Senator Doveras. There would be no immediate effect upon your 
branch of the retailing industry if we were to apply the act to inter 
state chains. 

Mr. Murtter. Except that it has some inequities to it. 

Senator Doveras. I understand. 

Mr. Muetter. It has us competing in those areas in which such 
stores might exist, competing, we will say, in the same labor market 
for the type of people who are "presently i in our stores. 
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Seantor Doverias. Senator Goldwater / 

Seantor Gotpwater. Mr. Mueller, am I correct in summing up you 
testimony to the point that what you are afraid of is Federal inter 
vention and control 

Mr. Mueuer. Yes, sir. 

Seantor Gotpwater. And that is expressed to you, I dare say, almost 
every time you Visit these small stores that are members of your oO} 
ganization 4 

Mr. Mvetier. You would be amazed at the interest of our hardware 
dealers in this subject and the correspondence that they have carried 
on with our office, even though your Seasiuee only started on May 5. 
[ have had much correspondence and we have not stimulated it. It is 
concerning them because when this increase came in from 75 to $1, 
many of our stores immediately thought, well does this atfect me / 

If they were exempt previously, they are presently exempt, but they 
were concerned that it had been raised to $1, which brought in a tre 
mendous amount of correspondence. I am talking definitely smal! 
town America, and I am talking this bread and butter American small 
busines man, a $96,000 volume store, and he would have just an im 
possible situation with any type of regulation from a nationwide en 
forcement proceeding basis, just an impossible situation. 

Senator Gotpwater. That is all I have. 

Senator DoveLas. Thank you very much. 

Mr. Mvetter. Thank you. 

Senator Dovucias. The final witness is Mr. Paul M. Mulliken, ex 
ecutive director of the National Retail Farm Equipment Association. 
Illinois makes most of the farm equipment in the country. 

Mr. Mutirken. It certainly does, Senator. We wish they were 
making more right now. 

Senator Dovucias. So do I. We are certainly interested in your 
testimony. 


STATEMENT OF PAUL M. MULLIKEN, EXECUTIVE DIRECTOR, 
NATIONAL RETAIL FARM EQUIPMENT ASSOCIATION 


Mr. Murrirken. Mr. Chairman, members of the committee, I have 
filed a statement with the committee which I would like to have made 
a part of the record. I should like to offer very briefly and I trust 
in a helpful way, some observations with respect to the proposed 
legislation. 

As you stated, Mr. Chairman, I represent the National Retail Farm 
Equipment Association. It is composed of 15,000 implement dealers 
throughout the United States, located in the 3,000 counties in the 
Nation that have agriculture. 

We think it is the most important segment of the retail economy 
of the Nation. 

The members of our organization are felt to do from 85 to 90 per 
cent of the total business of the country. Of course, we are located in 
the rural communities; not a single implement dealer in Chicago, 
New York, Philadelphia, Los Angeles, Detroit, or Washington. They 
are out in the rural areas, selling and servicing power farm equip- 
ment upon which the farmers of America are so dependent. 


78155—56——20 
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Our average dealer has 6.8 employees as of January 1. We have 
quite a number with 2 and 3 e mployees. We have some that are quite 
sizable. As Senator Goldwater knows, the Stapley organization in 
Arizona which has about a hundred employees. 

Our people are specialists. Our shop mechanics are trained in 
their work by representatives of the factories. Our parts men that 
work in the stores have to be exceptionally well trained in order to 
give the service that the farmer customer wants. 

Over the past two decades, agriculture has become completely mech- 
anized, and the farmer is totally dependent upon the services of the 
personnel in the store in order that he may carry on his operations. 

Employment in our stores ison an annual basis. Generally we don’t 
hire extra men when the rush season comes nor lay off any of the 
skilled people when we run into the slack seasons which come in the 
wintertime. Stores will operate from 48 to 54 hours per week on a 
year-round basis, but in the planting, cultivating, and harvesting 
seasons, even longer hours are not at all unusual. 

In the slack season, which is the winter months of December, Janu- 
ary, and February, on the average through the country, and in Illinois 
particularly, employees take their vacations. We are not at all con- 
cerned about the minimum wage. Our mechanics, our parts men, and 
all of the employees, including the salesmen are well paid. We run 
as high as $100 and more a week in some areas, particularly in Cali- 
fornia and then on top of that there are many fringe benefits and bonus 
plans. 

Many of our dealers operate their service shops by paying the 
e mployees a percentage of the income. 

The minimum wage is not our problem. It is a matter of the work- 
week, If it-ever became standard in farm equipment retailing, to try 
and operate on a 40-hour week, I am afraid it would wreck the farmer, 
because the farmers, themselves, certain cannot work a 40-hour work- 
week. 

[t is from sun-up to sun-down, and sometimes in excess of that, so if 
it were ever required in our industry, which incidentally, is in excess 
of $3 billion annually 

Senator Douauas. Three billion? 

Mr. MutuiKen. In excess of that, nearer 314 billion. So if we’re 
required to operate on a 40-hour workweek, we would have just two 
alternatives. Either they would have to go to a 40-hour workweek 
and force the farmer to do his shopping for parts and to get his ma- 
chines repaired during the 5-day week, 8 hours a day, or increase their 
charge for services, and you know, Senator, and Senator Goldwater 
also, that right now the farmers of the Nation couldn’t stand it. 

Senator Doveras. You think that is true; do you? 

Mr. MouiuiKen. I know it is true. 

Senator Doveras. You think the farmers are really in trouble? 

Mr. Muuiixen. No; I don’t think they are in trouble. I think they 
are under a price squeeze at the moment. 

Senator Dovetas. But they are not in trouble? The farmers are 
not. in trouble? 

Mr. MutxrKen. In some parts of Iowa, they are having trouble. I 
don’t think they are suffering too much in Illinois. However, if you 


increase the operating costs of the farmer, you are injuring them 
further. 
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Now, it is necessary today, and | am sure the members of the com 
inittee are aware of this, that the services of our members be con 
tinually made available to them because power equipment is precision 
built equipment. When | was younger, a farmer could do his own r 

airing with a piece of baling wire and a pair of pliers. ‘That is not 
possible today because our equipment is precision built. The employees 
that. work in these stores, and they are all located in the rural communi 
ties, are prominent local citizens. They own their own homes, they have 
heir own gardens, they have their chickens, cows, some of them raise 
pigs. They like it out there in the country towns. 

One of the problems that would be most detrimental, if we were ever 
covered under the Fair Labor Standards Act would be the multiplicity 
of regulations that have to be followed. It would be most cos tly lo 

naintain those records if they were understood. They are complicated 
ind then wag inspections that are continually made are not too well 
liked either by the employees or the dealers. We have had some ex- 
perience in that, because there have been many instances in which in- 
vestigators from the Department have checked dealers who were lo 
cated on or near State lines, also some of those who have in connec- 
tion with their business trucks and were servicing interstate farm 
operations. 

That. has all tended to create unrest, which has not been conducive 
tosatisfactory operations. 

The average sales volume of our dealers is high, much higher than 
those of the retail hardware dealers. It averaged last vear 258,000 
throughout the United States. It is due, of course, to the higher price 
of the units such as combines, cottonpickers, cornpickers, hay balers, 
et cetera, so we are handling a high volume of goods, dollarw ise, but 
with asmall personnel. 

We have a few, very few, multiunit operations such as the Stapleys to 
whom T referred a moment ago in Arizona. I believe they operate 
seven stores. 

Senator Gotpwarrer. They have seven leased. 

Mr. Munniken. Something like that, all within the State but the 
multioperations, multiunit operations are few and far between. Most 
of them are individual owners, operators, managers, and they even 
work in the stores, themselves. 

I should have stated, Senator, that the high volume is higher in 
certain areas, such as California and Arizona, because of the excep- 
tionally heavy equipment that is used out there. 

Now I mentioned that we have had some difficulties where dealers 
are, LT wont say unfortunately, but just happen to be located in towns 
that are on or near State lines. Under the terms of the retail exemp- 
tion that is provided in the act at the present time, more than 50 per- 
cent of their total volume must be within the State in which they are 
located. That is extremely difficult for some of those dealers to main- 
tain, because just across the State line is the major portion of their 
trade territory. So if you are considering any amendment to the 
act, May we be so bold as to suggest that it be amended so as to provide 
that it be either within the State or within a 50-mile radius of the 
dealer’s place of business because it is still purely local in nature. 

Now I have no further comments to offer, but I will be very happy 
to answer any questions or try to, sir, because I like to be helpful. 
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Senator Dovucias. We will have your statement made a part of the 
record as submitted. 

Mr. Muniiken. Yes, please. 

(The statement above referred to appears at the end of Mr. Mulli- 
ken’s testimony. ) 

Senator Doveias. Senator Goldwater, do you have any questions? 

Senator Gorpwarer. Even though in your areas the dollar minimum 
is already substantially topped, there would be additional costs were 
the coverage extended to your outlets? 

Mr. Mutuiken. To our retail operations, yes, not dollar-wise, but 
whenever they make the maximum hours applicable, then we are hart. 
and hurt badly. 

Senator Gotpwarer. Then it would cost dollarwise ? 

Mr. Mouuiken. That is right. 

Senator GotpwaterR. Also, it would cost dollarwise from the matter 
of keeping additional Government records? 

Mr. Mutirken. That is correct. 

Senator GoLtpwaTerR. Where do these additional costs go? Where 
does the retailer get them ? 

Mr. MutxuiKen. He has to get them from his customer. There is 
only one place they can come from and that means higher operatir 


cr 


costs for the farmer, and we do not believe that the farmer shoul 
he subjected to any further higher costs. 
Senator Gotpwarerr. This would work a particular hardship on the 
farmer today, who is already in a price bind, as you have indicated ? 
Mr. MuLuiken. For the reason, Senator, that our customer is. ex 
clusively the farmer. We serve no one else. 


Senator Gotpwater. That is all I have. 

Senator Dove.as. One or two questions I would like to ask: What 
is the legal relationship of the dealer with the big farm implement 
companies, such as International Harvester, or John Deere? The 
dealer is an independent unit, is he? 

Mr. Mutuiken. Definitely, sir. He is franchised by the company. 
He has a sales contract. 

Senator DouGias. I have noticed in many cases in the International 
Harvester Co. that they have to have their stores or establishments of 
fairly uniform architecture. Is that true? 

Mr. MvutiiKen. I wouldn’t say they have to. I think that. is a 
misstatement, Senator. The company has suggested it and many of 
their dealers have complied. They feel it is an asset. 

Senator Doucias. Does the company furnish funds or does the com 
pany underwrite the purchases by the dealers of farm equipment ? 

Mr. MuuuiKken. Well they are sold on terms. They are sold out- 
right to the dealer by any of the long-line companies. They are sold 
outright to the dealer. 

Senator Dovucias. And then in a given amount of time he must 
pay it back? 

Mr. MuxirKen. That is right, because of the highly seasonal nature 
of everything that we may have other than tractors. 

Senator Dove.as. Suppose he doesn’t make the sales. What 
happens? 

Mr. Muuurcen. There is provision in the contract. for a carryover. 
which in most instances is 50 percent. 

Senator Dovetas. He can carry over 50 percent of the stock ? 
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Mr. Muuiiken. Yes. If he bought 10 combines an 
vhen the bill became due, he would have to pay half, an 
irry over the other half until the following Season. 
iniform in the contracts, but that is the average. 

Senator Dovugias. Now, is the construction and fi 
salesrooms solely an expense for the dealer / 

Mr. Muntuiken. Absolutely. 

Senator Doueias. The company will not help underwrite that ‘ 

Mr. Mutuiken. Not to my knowledge has it ever been done. 

Senator DovGias. What about advertising / 

Mr. Munuiken. We do not even have a 50-50 advertising program 
n our industry, as does exist in certain industries, 

Senator Doucrias. Who pays the cost ? 

Mr. Muutiixen. The dealer pays for his local advertising. 

Senator Doucias. The entire local advertising / 

Mr. Muuriikxen. Yes. Of course, the advertising that the manu 
facturers do in the farm press, such as the Farm Journal, are paid for 
by the companies. It is generally considered that they about match 
dollars, the dealer spending as much for his local advertising, pro 
iata, to all dealers, as the company would spend in their national 
idvertising. 

Senator Dovugias. Now, I don’t want to get into an argument with 
you, but I think there is one common source of misapprehension about 
the Wages and Hours Act. That is the fear that very elaborate rec- 
ords have to be maintained. It is my understanding that this is not 
the case; that about all that is needed is first a statement of total 
wages paid, number of workers, and then, of course, there will be 
in already existing record of the pay checks of individuals, but forms 
do not have to be submitted to the representatives of the Wages and 
Hours Division. There may be periodic inspection. 

Mr. Muturken. That is it. 

Senator Dovetas. And which, incidentally, I think is very casual. 
But as I understand it you do not have to make periodic re neta such 
is required under social security, for example / 

Mr. Mutuken. You are absolutely correct, Senator. I speak from 
experience on this because we have 33 people in our office and we op- 
erate because of the interstate nature of our operations, subject to 
the act. 

Now we have to retain all those records and they have to be kept 
ior.a stated period of time and they are subject to inspection. 

Senator Doveras. You retain but do you not have to submit. 

Mr. MuLitixeNn. No; we do not submit them to anyone. They are 
subject to inspection, but you had better be sure you have them in case 
an inspector comes around, and we have been inspected. 

Senator Dovetas. I have found it advisable to keep copies of my 
letters, too. 

Senator Goldwater ? 

Senator GotpwaTer. Just along the lines the Senator has been inter- 
rogating you, I rather imagine that very, very few of your outlets 
keep a time record. They don’t have time clocks to punch. That is 
true not only in your concern but it is also true in the average retail 
establishment. The employee is pretty much on his own. He works, 
if he wants to be on time, fine, and if he doesn’t, that is all night. If 
we get into this coverage every store in America becomes under it, or 
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would have to get into the time-clock business. which we have aba: 
doned because it is expensive and we feel it is oppressive on the free 
dom of the worker 

Mr. Muiiiken. That is absolutely correct. We keep no time at the 
moment. The only place the time is used is in the shops, on the jobs 
that are being done for customers so they will charge you merely for 
the number of hours worked. But the employer does not pay on the 
basis of the minutes that the employee is in the establishment because 
if they are scheduled to close at 6 and there is a job that has to go out 
and it requires 6:30 or 7 o’clock to finish it. thes stay and do the job. 

Senator Doveras. This is off the record. 

(Discussion off the record.) 


Senator Dovéras. I have no more questions. Thank you very 
much, 


Mr. Mutiixen. Thank you, gentlemen, both of you. 


STATEMENT OF PauL M. MULLIKEN, EXECUTIVE Director, NATIONAL RetTait Fary 
EQUIPMENT ASSOCIATION 


My name is Paul M. Mulliken, of St. Louis Mo. I am appearing before this 
committee on behalf of the National Retail Farm Equipment Association of 
which I am executive director. This association is an affiliation of 33 State 
and regional retail farm-equipment associations with a membership of approxi- 
mately 15,000 dealers located in rural communities throughout the United States. 

Our membership includes dealers located in every State and every sizable 
agricultural area of the Nation. It is estimated that the members of the associa 
tion sell and service about 90 percent of the total annual production of farm 
machinery and equipment. 

Farm-equipment dealers stock, sell, and service farm machinery and attach- 
ments, repair parts, and miscellaneous farm-production supplies, and maintain 
modern repair shops. Factory-trained mechanics repair and service imple- 
ments in the dealers’ service shops and, during periods of planting and harvesting. 
make frequent emergency repairs in the farmers’ fields. 

The principal, if not exclusive, customer of the farm-equipment dealers is the 
farmer. Implement dealers, therefore, are all located in rural communities 
and have a rather definite territory which they serve locally. They employ on 
the average from 2 to 3 trained mechanics, a parts man, from 1 to 3 genera! 
sulemen and merchandise men, a bookkeeper, and a typist. The average em 
ployment in the industry as of January 1, 1956, was 6.8 employees per establish 
ment. Each of these employees assists in different phases of the operation at 
various times as circumstances may require. Employees are usually local 
people with an agricultural background. 

The Nation’s agriculture has become completely mechanized and is dependent 
almost entirely on power farm machinery and equipment. The farmer depends 
on the dealer to stock repair parts and to provide immediate service when break- 
downs occur. Most of the employees require a long period of training on the 
job and are employed on a continuing basis throughout the year. 


EMPLOYMENT, WAGES AND HOURS 


Employment is on an annual basis, with weekly or semimonthly pay periods. 
In most cases, employees share on some basis in the profits of the business. 
The mechanics and parts men, depending on the season, work from 44 to 54 
hours a week. During slack seasons the hours are shorter and during peak 
periods of planting and harvesting they may even be longer. The hours and 
conditions of work in peak season vary widely from State to State and county 
to county depending entirely upon local agricultural crops and conditions. 

Omployees of implement dealers with rare exceptions receive salaries in excess 
of the minimum wage presently provided in the Fair Labor Standards Act. 
Various systems of overtime pay, bonuses, and profit-sharing plans are prevalent 
in the industry. Implement dealers would not be able to adjust to a 40-hour week, 
nor could they meet requirements of existing regulations issued by the Wage 
Hour Division. The adjustments in salaries based on present wage rates, qhich 
would require time and one half for all hours over 40 a week at the regular 
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rate of pay, and working out adjustments required by various bonus and profit 
sharing plans presently in existence would be most complicated. It would mean 
: complete change in present Voluntary arrangements in employment, that have 
been worked out to satisfy employees and to serve requirements of agriculture 

their area. Peak season and slack season arrangements which have been 
worked out to help employees and to serve customer requirements would have 
to be abandoned. 


ADJUSTMENTS KEQUIRED RY COVERAG! 


Extension of coverage to our industry would require substantial adjustment 
in policies of service to farmer customers. Limitations would have to be placed 
on farm equipment retail service which would directly increase operating costs 
of farmers who are in no position at this time to absorb such increases in pro 
duction costs. 

A review of this matter with dealers in various sections of the country indi- 
cates that, if coverage were extended to the retail farm equipment industry, 
one of two courses Would be open to dealers. They could limit operations, both 
sales and services, to a 5-day, 40-hour week, or possibly a 6-day, 44-hour week 
They would not be able to stagger employment because of the difficulty in hiring 
ind training employees and the unwillingness of the present skilled employees 
to cut down on hours and income. During slack seasons employees would be laid 
off to compensate for overtime required during busy seasons. An alternative 
would be to raise prices for farm machinery and parts and to increase charges 
for services to meet the substantial pay increases which would be required 
Under either alternative employment would not be spread nor would income 
of employees be increased. Certainly, any lowering of the annual wage for 
employees would result in their seeking part-time employment in other endeavors 


REASONS FOR OPPOSING COVERAGI 


In behalf of the Nation’s farm implement dealers and their farmer customers 
throughout the United States, we oppose any extension of coverage which would 
affect farm equipment dealers for the following reasons : 

1. Farmers’ hours are irregular from season to season, week to week, and in 
many cases, day to day. In the months from Washington's Birthday to Thanks- 
giving, the farm workweek runs well in excess of 72 hours. Serving the 
machinery, repair, and service requirements of agriculture is definitely a job 
that takes more than 40 hours per week. 

2. Present systems of compensation of employees and working conditions have 
been worked out to attract local people to the business on a permanent basis. 
They provide employees what amounts to a guaranteed annual wage. These 
systems of compensation would have to be completely revised in changing to a 
40-hour week under the Fair Labor Standards Act. Hours of employment are 
adjusted as crop seasons demand to serve the agricultural needs of the particular 
agricultural area in which the dealer is located. Coverage under the Fair Labor 
Standards would change all of this. Employees would lose many of their pres 
ent benefits and would in many cases receive a smaller annual income. Cost of 
service to farmers would be increased. 

3. A major concern to farm-equipment dealers is their inability to follow in 
volved and complicated rules, regulations and interpretations which are neces 
sary in the administration of the Fair Labor Standards Aci. Dealers know thai 
they would be subject to claims and suits in substantial amounts because they 
could not keep up with new rules, regulations, and court decisions. 

4. The original cost of compliance with the act would be substantial and the 
cost of continuous compliance would be economically prohibitive. The detailed 
recordkeeping which would be required would not be possible without revising 
hookkeeping systems and employment of additional personnel to keep records 

5. Our dealers are aware that if subjected to coverage, they would have con- 
stant checks on their operations by Federal wage-hour inspectors and continuous 
discussions by these inspectors and employees. Such investigations have been 
made frequently in this industry in the past and in some sections are being 
made at the present time. They are costly and time-consuming to the dealer and 
his employee. They are particularly disturbing to dealers.in this industry who 
do not have legal counsel on their staff. There has been and continues to be a 
vigorous effort on the part of the wage-hour inspectors to find some phase in 
the implement dealers’ operations which could be used to extend coverage to 
their establishments. In these cases the dealers are quite concerned as a result 
of statements made by investigators of the extent of liability which may be 
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imposed. More serious, however, has been the unrest which has resulted among 
employees who, in many cases, resent even more than the employers, efforts to 
upset employment arrangements. We are aware that any extension of coverage 
would mean continuous checks of the entire industry. 


COVERAGE BASED ON NUMBER OF UNITS 


Secretary of Labor Mitchell has recommended that coverage be extended to 
multiunit companies having establishments in more than one State. His pro 
posal would bring such establishments under the minimum wage provisions of 
the act, leaving them exempt from overtime provisions. Even though, as indi- 
cated above, our industry is not concerned about the minimum wage itself, we 
are opposed to this proposal. A number of our members have establishments 
in more than one State. Placing these dealers under the act would disrupt 
their operations and discriminate against them merely because they happen to 
own more than one dealership. The reasons for opposing coverage for single 
unit operations apply equally to our multiunit operations. These multiunit 
establishments in our industry are operated separately and locally, and there is 
no good reason to discriminate between such establishments and their competi 
tors in the industry. The industry is completely opposed to any such step in 
the direction of coverage of retailers under the Fair Labor Standards Act. 


COVERAGE BASED ON DOLLAR VOLUME 


Proposals have been made from time to time to extend coverage to larger 
retailers on the basis of a certain dollar volume or a certain number of employees 
in the establishment. Such proposals would cover the larger dealers in our 
industry. The large-volume dealers in our industry are in no better position to 
completely revise their systems of compensation, working conditions and service, 
or their recordkeeping procedures than the smaller-volume dealers. They are 
locally operated and staffed by local people serving only their local farm area 
They compete with smaller volume dealers in the same community who would 
not be covered by the proposal. 

The large-volume dealers in this industry are usually located in areas where 
the farmers use large and heavy equipment. These dealers from a physical plant 
and employment basis have the same type of operation as the smaller volume 
dealers. Furthermore, the larger volume dealers are in no better position than 
the smaller dealers to try to keep up with the maze of regulations and the com- 
plicated interpretations. The coverage of some of the retailers in this industry 
on an arbitrary dollar-volume or number-of-employees basis would affect al! 
competing establishments within the industry. 


FURTHER CLARIFICATION OF COVERAGES NEEDED 


A number of farm equipment dealers are located in small towns on or near a 
State line. Often a substantial part of their agriculture trade territory happens 
to be across the State line. The exemption provided in the act require that at 
least 50 percent of the sales and service must be made in the State in which the 
establishment is located. Much expense and trouble is involved by such dealers 
to meet this 50 percent sale within the State test. Often service on farms has 
to be curtailed to stay within the 50 percent test technically. This is absurd. 
The language should be amended to provide that at least 50 percent of the 
dealer’s sales and service must be made in the State in which the establishment 
is located or within a radius of 50 miles of the dealer's establishment. 


CONCLUSION 


The retail farm equipment industry believes that it has made a substantial 
contribution to agricultural production by its service to farmers which has been 
geared to local needs and agricultural conditions. The industry has developed 
a corps of highly trained satisfied personne! with a history of long-term employ- 
ment in the same establishment. Employees in this industry are well-paid, sub- 
stantial citizens of local rural communities. 

Extension of coverage under the Fair Labor Standards Act to the retail farm 
equipment industry would not accomplish the avowed purposes of that act but, 
on the other hand, would do harm both to employees in the industry and the 
customers they serve. 

On behalf of the 15,000 dealer members of the National Retail Farm Equip- 
ment Association, we respectfully urge that no change be made in section 13 (a) 
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WEDNESDAY, MAY 16, 1956 


UNIrep STATES SENATE, 
CoMMITTEE ON Lapor AND PusLic WELFARE, 
SUBCOMMITTEE ON LaBor, 
Washington, D. C. 


The committee met, pursuant to notice, at 10: 10 a. m., Senator Paul 
H. Douglas (chairman) presiding. 

Present: Senator Douglas (presiding). 

Also present: Stewart E. McClure, staff director; John S. For sythe, 
— counsel; Michael J. Bernstein, minority staff director; Mary 

. DiDio, professional staff member. 

Senator Doveias, The committee will come to order. 

At the start of these hearings I said that those who were opposed 
to expanding coverage would be given an equal amount of time to 
that given for the advocates of extension of cove rage. The clerk of 
the committee has been keeping very accurate account of time. This 
morning we are having the opponents of the expanded coverage speak. 
[am going to ask Mr. George L. LeSauvage if he would be willing 
to be the first witness. 

Good morning. I am very glad to see you. 


STATEMENT OF GEORGE R. LeSAUVAGE, NATIONAL RESTAURANT 
ASSOCIATION 


Mr. LeSavvacr. I am George R. LeSauvage, appearing on behalf 
of the National Restaurant Association. 

Mr. Senator, I don’t intend to read this. I will submit the neces- 
sary copies to the clerk. I will just make one brief statement, and 
that.is that in this brief we have a statement from two small opera- 
tors, who take the position that the so-called exemption that would be 
given to the small operators in their opinion will not be effective. 
{n other words, that if the minimum wage is.a national minimum wage 
viven to the restaurant industry, the small operator will be subjected 
0 it Just as much as the large operator, and that appears in the state- 
ment of two small operators, one from Oklahoma and one from 
Illinois. 

That is all I have to say. 

Senator Doveras. Thank you very much. 

(The statement of Mr. LeSauvage follows :) 
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STATEMENT OF GEORGE R. LESAUVAGE ON BBHALF OF THE NATIONAL Resva e KAN 
ASSOCIATION 


My name is George R. LeSauvage, and I am actively engaged in the restaurant 
business. I am chairman of the Government affairs committee for the Nationa 
Restaurant Association. Not only does our national group represent over 50,000 
restaurants in the United States, but it also speaks ou behalf of 65 State and 
local associations who authorized us to represent them here. Therefore, I am 
here to speak for over 180,000 restaurants. These restaurants do about 80 
percent of the total dollar volume of business in our industry, and every con 
ceivable type of restaurant is in this group. Table service, counter service, 
cafeterias, drive-ins, in-plant restaurants, department-store restaurants, variety 
store, food facilities in national parks are all represented. 

While the total volume of business done in our industry is large, more than 
half—or over 90,000—of the restaurants I represent today are small business 
establishments consisting of a single unit and doing an annual dollar volume of 
business of less than $100,000. The restaurant industry is one of the few in 
dustries left where one man with limited capital can get a toehold. 

Both our association, and we as individual businessmen are concerned abou! 
the proposed amendments to the Federal wage and hour law you are now Co! 
sidering. It is our firm conviction, based on a detailed study of our industry, 
that any attempt to include the restaurants of the country in the framework 
of this law on a national basis would immediately work to the detriment not 
only of our industry and the people who work in it but to the many people who 
supply our industry and the millions who make daily use of our services, 

The obvious immediate results of such national legislation would be twofold: 

1. Decreased employment in our industry and those serving us. 

2. Increase restaurant prices. 

Last year when the question of extending coverage to our industry was under 
consideration, it was finally determined to let the original law stand. In 1938 
the Fair Labor Standards Act specifically exempted “any employee engaged in 
any retail or service establishment the greater part of whose selling or servicing 
was in intrastate commerce.” Constitutionally and economically this is still a 
sound approach and was reaffirmed last year. 

Not only is the restaurant business essentially local in character but there are 
many variables within the industry, many situations that change not onty from 
State to State but even within the State. 

The original ‘intent of the national minimum wage law was at least im part 
to achieve a leveling of costs across the country to establish within an industry 
a basis for fair competition. On this premise, the restaurant industry should be 
exempt from the provisions of the minimum wage and hour law, for restaurants 
are not competitive on a national basis no matter what their corporate structure 
may be. The restaurant man’s competition is not in the next city of the next 
State—it is right next door and never beyond comfortable driving distance. 
This is true even of a multiunit operation with units in various States. The 
restaurant business remains intrastate in operation. The owner of a restaurant 
in Illinois is not concerned with the prices charged or the wages paid by a res- 
taurant in California. He is only concerned with what is done locally— 
and in some cases his concern is even narrower than that. Actually his competi- 
tion is only the restaurant serving the same type of food—and offering simi- 
lar service. The cafeteria, for example, is not competitive with the type of place 
that features full-course meals of exotic nature and is staffed with head waiters, 
captains, and all the other functionaries of continental service. Thus, the wage 
and hour legislation that governs restaurants is only fair when it is handled 
locally. 

To return to the variables within our industry, may I point out the difficult) 
of establishing values on a national basis for such things as meals, uniforms, 
laundry, and lodging. The value of a meal in New York City is certainly no! 
the same as the value of a meal in a city with a population of 10,000. Laundr) 
costs vary, so does the actual cost of uniforms. And in that latter connection the 
cost varies not only with locale but with the buying power of the restaurant. Lu 
other words, the man with a staff of 5 for whom he provides uniforms must pa: 
more for those uniforms than the multiunit operation with 5,000 men and wome 
for whom they purchase work clothes. 

Still another variable is the tip. Restaurant operators, as well as the genera 
public, hight be relieved if tips could be eleminated—but every attempt to 
do so has met with dismal failure. The American public despite avowed oppo- 
sition to tipping continues automatically to do so. The tip is here to stay— 
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ike it or not—and how to put a value on the tip? The size of the tip varies 
with local custom—and it varies with type of restaurant. How can a fair 
evaluation be put on all of these variables? It cannot be. 

What it comes to is that any attempt to do so is only reasonably successful 
when it is done on a local basis by local people who are thoroughly familiar with 
ocal conditions that govern all these factors. It is a difficult task even at that 
level. This I know, for I have served on New York State minimum wage board 
on five different occasions—the most recent being in 1953 when our current 
New York minimum was set. 

New York law provides a different board for each industry because it is recog 
nized that different conditions exist in each industry. These boards, composed 
f 3 members from the public, 3 from labor, and 3 from industry, have the 
responsibility to determine conditions within their industry. 

Members of the AFL-CIO approved unanimously the setting of a res 
taurant industry minimum of 42 cents an hour for service employees who receive 
tips and 65 cents an hour for nonservice Workers. Both groups receive meals 
lu reaching this decision all the variables were considered and it took severa! 
months of minute investigation to establish the equitable arrangement. 

Other States throughout the country have set their own minimums in our 
udustry—and more are doing so each year—and such minimums have been 
arrived at in every case by the slow process of careful study of the factors affect 
ng the actual take-home pay and the cost of living of the workers in our in- 
dustry. And these factors do affect the cost of living as well as the take-home 
pay. Ask any of your secretaries how much more they would be “in pocket” if 
they did not have to pay for the clothes they wear at work—or for the meals they 
buy during working hours. It would make an appreciable difference. 

A very detailed study made in New York in 1949 points out the value of separa 


~ 


t 


tion of the retail and service industries from other industry within the State 
[ refer to New York because it is the place where I have actually personally 
participated in solving the problem. The committee making this study was 
unanimously of the opinion that legislation fixing a single minimum wage would 
he relatively inflexible and would fail to provide for varying employment condi 


tions in the different industries of the State. It was felt that any possible gain in 
simplicity of a single minimum wage was more than offset by loss of flexibilty and 
hy the detrimental effect on business in certain areas. 

in their report, this committee, which had consulted in the process of the study 

ith union representatives, the affected public, and industry representatives, said 

ihe committee is of the opinion, and it was generally felt by those consulted, 
that minimum working conditions standards should be determined by industry 
wage boards consisting of representatives of the industry affected and of the 
public.” Further, the committee added, industry adjustments needed to be made 
for meals, lodging, tips, regularity of employment, and differing skills of 
workers. 

This latter factor—differing skills of workers—is also a vital factor in the 
restaurant industry. Currently our industry offers employment to many people 
who could not get work in any other place. There are many jobs for the unskilled 
within our industry—many more where training is quickly and easily given— 
few jobs indeed that require much precision work. There is very little heavy 
work er hard labor within our industry. This means that the restaurant business 
has bee. a godsend to many of the older citizens of our country—men and 
women who may have retired on small pensions from other industries. They 
have been able to augment their incomes by coming to work for us and by doing 
a job. for us at a pace that does not overtax them. A minimum wage on a 
national level will deny that opportunity to these older citizens because the 
restaurant man in order to stay in business with the increased labor costs a na- 
tional minimum would impose on him would have to step up the pace of his 
operation, would have to reexamine his entire plan of service and method of 
working to get maximum return on the increased cost. This is an economic 
fact that no law can change—and the senior citizen denied the right to work 
would be a burden either to his family or to the public welfare as a result. 

Also, may I add, in heavy industry or in production companies an 8-hour work- 
day is productive for every one of these 8 hours. This is not true in the restaurant 
industry. Unfortunately the public eating habits prevent this kind of economical 
operation for us. We may need § people to serve our customers at the breakfast 
hour—twice that many at noon. Another number during the dinner hour. This 
neans that in the restaurant industry there are hours every day that are 
really standby hours but for which the restaurant operator now pays. Heavy 
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industry gets an hour’s work for an hour’s pay. Currently we do not. If ou 
present exemption does not continue we must find some way to get that hour's 
work for the hour’s pay. The only answer is the split shift—and that has 
never been popular with the workingman and understandably so. 

It is a matter of record that in the restaurant industry labor costs account 
for 30 to 35 cents of every dollar taken in. Compare this with heavy industry 
All you need do to make this comparison is to examine the annual financial 
reports where you will discover that labor costs for other industries run about 
20 to 28 percent. We are already a low-profit industry—the national average 
running somewhere between 2 and 3 percent. Increase our labor costs beyond 
their already high figure—and something has to give. 

I am sure that you are aware of the already high mortality of our industry 
It is a known fact that 50 percent of the restaurants opening in a year close 
before that year is out. High costs are one of the principal reasons for this 
business death rate. If our costs increase there is but one choice—and that 
is to pass the cost or a major portion of it on to the consumer. 

Let us examine briefly what this would mean. We face not only competition 
from within our industry—but very real competition from the home kitchen— 
competition that has increased as food processing has decreased labor in the 
home kitchen and made of everyone a cook. We have tried to combat this by 
entering into the food field servicing the home. But this is not possible for the 
smaller operators. They do not have the facilities to provide processed food 
for take-out service and the cost of obtaining such equipment even if they 
eould find the room for it would be prohibitive. The best merchandising minds 
in the country have examined the situation and can solve it only for the larger 
operators, and then only in part. There is no way that the vast majority of 
our people can absorb additional costs—they must be passed on. And the public 
will resist that—our volume will decrease—and unemployment in our industry 
will grow. 

Further, we represent a great many people whose specialty is in-plant feeding. 
What will happen when they, too,.pass on the costs of a national minimum? 
And pass it on they must for their margin of profit is very low. Then the labor- 
ing man and woman who currently eats his plant restaurant gets hit in his 
pocketbook. His immediate reaction is to turn to the home-packed lunch—and 
the in-plant restaurant operator feels a sharp decline in dollar volume—and 
with the fall of that dollar volume comes a decrease in the number of employees 
he needs or can support. 

This situation is again something that can best be met on the State level. 
Local boards can survey the numbers of people who would be affected by such 
in-plant operations and take this into consideration, too, in establishing minimums 
on the State level. 

Perhaps you will say, “but the language of the proposed laws does not affect 
the individual operator. It is aimed to include only multiunit operators—or 
operators doing a certain volume of business.” That may be its aim—but its 
results are anything but that. It is fallacious thinking of the worst sort to 
assume. that you can legislate for one part of our industry and not for another. 
The individual operator is already in competition for the buying dollar with 
the big operator. Now, if the multiunit restaurant in Dayton, Ohio, or any 
place you care to name, is forced into paying a national minimum, you are 
going to put the small operator into competition in the already tight labor market. 
He will be forced to pay what the multiunit man pays if he is to keep his help 
at all. What cook or waitress is going to work for Mr. Independent for 65 cents 
an hour when she can get $1 an hour for the same kind of work from Mr. Chain. 
Mr. Independent has no choice—or rather the one-sided choice of paying the 
minimum or settling for less competent help. If he chooses the latter and his 
quality of food and service drops off as it would inevitably do, he is out of 
business in nothing flat. Far from protecting the little-business man you are 
putting him in an insupportable position and the end result is that big business 
would grow bigger. 

And this would happen not only in the town and cities—but in the smal! 
communities and even in unpopulated sections of our country where many 3 
small-business man is making a nice living with a roadside restaurant. That 
man is already threatened by a loss of business due to the new throughways which 
are not only directing traffic away from him but are establishing competitive 
restaurants along the throughway so the motorist need not leave it. In many 
places he is just plain struggling to hold his dollar volume—put him into compe- 
tition for the labor market and you have really finished him. 
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The smallbusiness man is not deluded by the wording of the law that purport 
to exempt him and “get” the big fellow. And this is not hearsay on my part, 
I know he is seriously concerned. I have just spent a week in Chicago at the 
National Restaurant Association convention and most of the men and women 
who attended are small individual operators. I have talked to them and I know 
how they feel. They are seriously concerned over the situatior 

You may perhaps recall that last year I gave a portion of my time bef 
you to Louise Mallergen from Petersburg, Ill., and to Frank Bacon of Tulsa 
Okla. Mrs. Mallergren operates a restaurant seating 75 guests and employing 
10 workers. Mr. Bacon has six employees. Both these small operators em 
phasized that any extension of the coverage of the national minimum wage-and 
hour law to include any part of the restaurant industry would in effect include 
them. Mrs. Mallengren pointed out that in her small town of 2,300 people she 
was already in a tight labor market. She added that she would have to 
maximum efficiency from her workers and would have to cut the number she 
employed in order to continue to operate. Mr. Bacon pointed out that his 
chances of survival in business would be almost nil if any kind of coverage of the 
national level came about. 

Mr. Bacon and Mrs. Mallergren are typical of the vast majority of men and 
women in our business. Their position in this matter and the position of their 
fellow restaurant operators remains unchanged. 

It is the opinion of our industry that minimum wage-and-hour le gislation for 
us must remain a State matter. Our aim is to prevent inflated prices and to keep 
employment at a peak level both in our industry and in the industries that serve 
us. Equipment manufacturers have millions invested in supplying us with the 
tools we use. Food producers and processors have millions invested in our mar 
ket. It is not only we who would be affected, but the people with whom we deal, 
the people we serve, and the people we employ. This is a more far-reaching 
matter than would appear on the surface. 

We recommend that the exemption to the retail and service establishments a} 
lowed in 1988, clarified still further and strengthened in 1949 and reaffirmed in 
1955 be continued. Conditions have not changed and neither should the law 
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Senator Doveias. The next witness is Mr. Robert E. Canfield, of the 
American Pulpwood Association. 


Mr. Canfield. 


STATEMENT OF ROBERT E. CANFIELD, THE AMERICAN PULPWOOD 
ASSOCIATION 


Senator Doveias. Good morning. 

Mr. Canrizttp. My name is Robert E. Canfield, of 122 East 424 
Street, New York City. Iam here ee the American Pulp- 
wood Association, an unincorporated nonprofit association composed 
of producers, buyers, seller s, and consumers of pulpwood, which is the 
basic raw material used in the manufacture of paper and pape 
products. 

We are in a rather anomalous situation. You said you were giving 
equal time to those who opposed and those who favored extended 
coverage under the act. We are not concerned one way or the other 
with extended coverage. We don’t oppose it or favor it. What we 
ure against is changing the degree of coverage. The workers in the 
pulpwood industry are covered by the law with partial exemptions. 
The degree of coverage we are very anxious to see not changed for 
purely practic al reasons, but as far as extending coverage to those not 
now covered by the act at all, we have no position. So I am sort of 
in the middle of the two alternatives you suggested. 

We have been before your committee on so many previous occasions 

that I feel sure that all of your members are generally familiar with 
the unusual nature of the pulpwood industry in the United States and 
With the peculiar problems which it has encountered during the course 
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of its long experience with the Fair Labor Standards Act and the su 
cessive administrators of that law, with people working over large 
areas not subject to supervision. 

In calling these hearings, your chairman has announced that your 
committee “will give ¢ lose attention to the three volumes of very de 
tailed and complete testimony presented to it in the last session.” The 
contribution of the American Pulpwood Association to that testi 
mony will be found in the printed record beginning on page 780 and 
concluded on page 850. 

At that time there were seven witnesses. I spoke for the industry as 
i Whole and six small operators from various areas of the country ap 
peared to tell you how it looks to the practical operator and the 
problem he is faced with. 

Unfortunately you, Mr. Douglas, could not be present. I wish you 

had been. I particularly wouk | like to call attention to their testimouy 
before, and I have also from each of them letters addressed to you, 
which were sent in my care, asking that they be put in the record a 
this time. I have a letter from Mr. Russell Watson of M: ic ag 
Mich.; a letter from Mr. Peyton D. Bree ‘kenridge, of Columbus, Ga. : 
another letter from Mr. M. Carr Gibson, of Conway, S. C.; a letter 
from Mr. R. D. Wilcox, of Laurel, Miss.: a letter from Mr. William 
S. Mundy, Jr., of Lynchburg, Va.; and finally, a letter from Mr 
George D. Carlisle, of Bangor, Maine. 

Senator Dougias. Mr. Carlisle is the only one of this group that did 
not testify ? 

Mr. CanFrevp. He did testify. He confined his testimony largely 
to the seasonal exemption, partial exemption aspects of the problem, 
and as one State of Maine lumberjack to another, I suggest you care- 
fully read his statement, sir. His experience is a little bit more up- 
to-date than yours, but you have operated in the same area. 

May I have these incorporated in the record. 

Senator Doveras. Yes, indeed; at the conclusion of your prepared 
statement. 

Mr. Canrrexp. The letters are merely letters calling attention to 
their prior testimony and stating that the situation has not changed, 
the problems are identical today with what they were then, and urging 
your careful consideration. 

A review of the testimony will refresh your recollection of what this 
industry is, what it does, how it functions as compared with the usual 
industrial activities which are carried on in factories under supervi- 
sion and how it has been, and is, affected by the Fair Labor Standards 
Act. Since you have heard or read this ‘essential background testi- 
mony and have stated that you will give renewed attention to it, I shall 
proceed at once to discussion of such of the proposals now before you 
as are directly related to our own problem. 

Your chairman has suggested that at these hearings we should 
“focus attention once again on the central problem of extending 
coverage.” With the provisions of bills pending before you w hich 
would extend coverage to workers now wholly exempt from the act, 
we have no concern. But many of these bills would change the 
degree of coverage by repealing or modifying partial exemptions now 
applicable to the | pulpwood industry and w ould, if adopted, have very 
far-reaching and very damaging effects upon our normal and necessary 
operations. To that extent and for that reason only we wish to, and 
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hereby do, record our vigorous objection to their passage. Our op- 
position is based wholly upon practical considerations and in no way 
mplies disagreement with the principal purposes of the act. 

Our industry has tried to live with this law for more than 18 years. 
We opposed its original enactment, not because we quarreled with 
its remedial purposes, but because it made it extremely difficult, and in 
many cases impossible, for us to do what the law commanded. That 
was due to no fauilt of ours or any desire to evade our legal obligations. 
The trouble lay in the plain fact that regulation of wages and hours 
or relations between employers and employees which may be quite 
appropriate for application in a factory or other supervised enter- 
prise operating in a limited area are utterly inappropriate when one 
ittempts to apply them to seasonal operations or to isolated workers 
scattered over many acres of forest lands with no supervision what- 
ever, not because it isn’t desired, but because it is utterly impractical. 

No one has ever reasonably disputed that fact and some of the ablest 
Administrators have tacitly, if not officially, recognized its existence 
and the difficulties it has produced. It is not at all surprising that ad- 
ministrative experience pinpointed the glaring deficiencies of the law 
as apphed to unsupervised operations in the remote woodlands and 
rural districts. The early punitive measures attempted resulted, as 
perforce they must, in total failure to bring about complete perform- 
ance of the physically impossible. Something had to be, and was, 
done by way of improvement by providing partial exemption of the 
pulpwood industry. 

A substantial portion of this industry located in the colder northern 
reas of the country is limited in its operations by seasonal conditions. 
The producers so affected are those who must deliver peeled wood 
from which the bark has been removed before delivery, those who have 
to take out their wood from the forest by hauling on sleds over spe- 
ally built snow and ice roads, and those whose only means or initial 
transportation of their product is by driving the wood through 
streams. 

Removal of bark from a tree felled in the deep woods is accom- 
plished by a process known as sap peeling. As the term implies, this 
process can be carried on only during the short time when the sap is 
running freely and before the bark is firmly set to the wood. This 
sap-peeling-season begins in mid-May and ends in mid-August. This 
vear I think it will be a little late. The time is fixed by nature and 
not by the operator. Consequently, unless the peeling work is ac- 
complished in the few weeks available, the wood cannot be produced 
to fill the contract and the producer suffers accordingly. to do the 
work, the producr must go by the job and not by the clock. At the 
end of the sap season, the peeling operation is completed for the year 
and does not resume until the following season. 

Other producers haul out their wood over roads built on banked 
snow and ice for this single purpose because there exists no other 
practical means of transportation. Such a road will remain usable 
while temperatures are sufficiently low and no longer. Once more, 
the work is seasonal and must be completed within the time allowed by 
nature. If it is not so completed, the wood stays in the forest until 
it can be hauled out the following year. The result is long work 
hours during the season. é 
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Frequently a producer operating in the deep woods without logging 
roads or other means of access to his lands must rely upon streams for 
the initial transportation of his product. When these streams are at 
flood or freshet stage they can be used to float the wood out of the 
forest. At low levels they are useless. The water is at sufficient depth 
only during the spring flood season, which makes it necessary to com- 
plete the work while the favorable condition lasts. Once the streams 
drop, there is no other practical way to get the wood out and the pro- 
ducer must leave it on the bank until the next flood season. To get 
through in time means more work and long hours. 

Mr. Chairman, that is not theory. Mr. Carlisle, from Maine, was 
talking about all three of those problems in his statement and talking 
about specific operations. 

Senator Dove.as. Is it not true that the spring drive is now largely 
obsolete ? 

Mr. Canrtetp. No, sir. I was just about to comment on that prob- 
lem. You probably saw the article in the New York Times the other 
day about spring Rtas 

Senator Doveas. One river in Maine where the spring drive is not 
obsolete is the Machias River. , 

Mr. Canrretp. They are talking about whole log drives. Pulp- 
wood drives are still going on. That is the only river where there is 
a whole log drive, but it is not the only one where bolts of pulpwood 
are driven. 

Again, I refer you to Mr. Carlisle. He was talking about exactly 
that kind of operation in Maine, and he was not talking about the long- 
log drive. 


Because of these conditions, for which the pramneen were in no way 


responsible, this industry applied for and was granted a partial 
exemption under section 7 (b) (3) upon a factual finding by the 
Administrator that the three branches I have described ; namely, sap 
peeling, ice and snow road hauling, and spring freshet driving were of 
a seasonal nature. As a result, the producers immediately concerned 
have been enabled to operate on a basis of a 12-hour day or a 56-hour 
week for the statutory period of 14 weeks during each season, thereby 
in a measure overcoming the natural handicap imposed simply by the 
locality in which their work must be done. 

Yet several of the bills now before your committee would wholly 
repeal section 7 (b) (8), thereby depriving these operators of the 
compensating benefits they now have as a partial equalization with 
their more fortunate competitors who are not similarly situated. 
There seems to be no justification for this proposal unless we are ready 
to accept the argument that there ond be no exemptions at all, 
which, of course, is absurd upon its face. There always have been, 
there are now, and there will always have to be exemptions which 
have been written into this law, not because of any policy favoring 
them, but solely because natural facts require them. nd the facts in 
this case are exactly the same today as they were in 1938 when the law 
was first debated and enacted. They will continue to be the same in 
the future, since they involve natural conditions. That is self-evident. 

I read the other day in 1 statement made by 1 labor representative 
the argument that laborers should not be penalized because of natural 
things. It isn’t a question of penalizing labor; it is a question of 
practicality, how can work be done? The competitive angle of it is 
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no small factor. The wood produced in Maine, without these exemp- 
tions, Would be priced right out of the market. Maine mills today 
unport Canadian wood in substantial quantities because it Is priced 
at or slightly below that of American wood. If you were to force the 
price of that up by failure to recognize the facts of nature, the State 
of Maine le grow a great deal more trees that wouldn’t be useful 
in any way, shape, or manner. 

The vast majority of producers of pulpwood consists of small enter- 
prises employing 12 men or less. Because experience demonstrated 
that it was impossible for these men, operating in remote and rural 
areas with batt scattered and wholly unsupervised employees, to 
keep the records and comply with the many other detailed and tech- 
nical requirements of the statute and equally impossible to force them 
to do so, the Congress, in 1949, amended the act by adding to section 
13 (a) paragraph (15) thereof exempting them from the wage and 
hour provisions of sections 6 and 7. That amendment has permitted 
them to stay in business, continue to hire their employees and to pro- 
duce the great bulk of the pulpwood essential to the needs of the eke 
paper industry. It is inconceivable that unless the Congress had 
been fully convinced of the compelling necessity for this amendment, 
it never would have been enacted. 

Yet it is now proposed to repeal this section and thereby to re-create 
the hopelessly chaotic conditions which made its enactment necessary 
in the first place. It should be apparent without argument that these 
very small producers are today in no better position to comply with 
impossible demands than they were 7 years ago. Where, then, is the 
reason for the change? The only reason which I have heard advanced 
is that there should be no exemptions for anyone under any circum- 
stances or conditions, a point of view with which I doubt any of us 
now present would wholly agree. Furthermore, it is notable that 
none of those who have raised objections to this practical and com- 
monsense solution of an otherwise insoluble cali has offered or 
suggested any miraculous way of doing something now which could 
not be done before. Extension from partial to full coverage may or 
ay not possess the merit claimed for it, but it certainly should not 
be attempted in the teeth of a considered congressional finding that 
in this case it is impracticable and therefore undesirable. 

At that point I would like to comment on a statement made by Mr. 
Hartung, of the International Woodworkers. His statement is largely 
adjective throwing, which I am not competent to compete with, but 
the entire statement, it seems to me, is based on two wholly unfounded 
premises: (1) That because buyers are prosperous something should 
be done to the sellers. That sounds like a complete non sequitur to me. 
If anybody can explain why it isn’t, I would like to know. The other 
basic assumption is that men not covered by the wage-and-hour pro- 
visions of the Fair Labor Standards Act earn less than $1 an hour. 
Chat is the wildest assumption that could possibly be made. Actually 
what these small sellers of pulpwood will be hit with if you cut out 
this 12-man exemption is not higher wages, they are paying good 
wages now, but they will be hit with an impossibility of compliance 
with the detailed provisions of the law. That is what they are object- 
ing to. That is what Congress recognized was necessary when they 

amended the law to take people out of the position of being unwilling 


, Violators of a law that they physically were incapable of complying 
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with. Telling Congress about it 7 years ago to the point of getting 
them to do something about it is what Mr. Hartung characterizes as 
political log-rolling of the worst sort. Perhaps what he means is that 
telling Congress the truth is the worst thing to do from labor’s point 
of view. I don’t know. 

Mr. Mitchell, of the National Agricultural Workers Union, while 
not specifically concerned with lumber operations, talking about smal] 
farm operations, and again he falls into the same fallacious thought, 
namely, that people who are not covered by the act are necessarily not 
paid in amounts equal to those required by the act. It is an assump- 
tion that is wholly unfounded. 

Reference to the testimony given at the prior hearings will demon- 
strate the nature of the business of these small producers, their meth- 
od of operation, the total lack of supervision of their employees and 
the resulting impossibilty of complete and satisfactory compliance 
with the record-keeping provisions of the act. To deprive aah of 
their present partially exempt status would be simply to restore the 
utterly chaotic state of affairs which brought about the amendment 
in the first place. If there is any reason for such a reversal it is not 
apparent tome atthe moment. Certainly the mere desire for extended 
coverage supplies no justification for the abandonment of a measure 
which the Congress has, upon mature consideration, found to be clear- 
ly necessary under the circumstances. 

Another existing provision of the act which has plagued this and 
other industries since the very beginning is the statutory lack of defini- 
tion of the word “employee” found in section 3 (e). The Supreme 


Court of the United States in the utherford case (331 U.S. at p. 
728) said “There is in the Fair Labor Standards Act no definition 
that solves problems as to the limits of the employer-employee relation- 


ship under the act.” It has been said that the wording was purposely 
adopted by the Congress in order to permit a broad and liberal inter- 
pretation in furtherance of the remedial and humanitarian purposes 
of the law. If this be true, the plan has succeeded beyond the fondest 
dreams of the authors of the act, for the Wage and Hour Administra- 
tion, in its process of interpretation, has held individuals to be the “em- 
ployees” of others under various states of fact which had never be- 
fore been conceived as sufficient to establish that relationship under 
any known principle of law. As a result of this novel and radical 
doctrine, it is a matter of record that numbers of unfortunate de- 
fendants who have been brought to book for some alleged violations 
of recordkeeping requirements or failure to pay claimed “overtime” 
have found themselves adjudicated to be the “employers” of numerous 
individuals who were not only not on the payroll of the alleged “em- 
ployer” but whom he had never seen or even heard of before. This 
curious and startling result was accomplished by the simple expedient 
of completely abandoning the long-recognized rules of common law 
governing the relationship of employer and employee and resorting 
to a new theory judicially described as the “total situation.” In prac- 
tice and as applied, this means that the Administrator of the act, 10 
making an official determination of the issue as to whether or not 
the relation of employer and employee exists in any case, is completely 
at liberty to ignore the common-law rules and, by employing his ow! 
criteria, known only to himself, to arrive at a “total situation” which 
he may deem sufficient to support his conclusion. The injustice and 
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sters’ union, which may be found on pages 32-37 and 520-527 


had then been in the record. but the aa retary didn’t 
day. I don’t know what his position may be, and I find that 
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neertainty of such procedure must t >» apparent to anyone w ho believes 

: Government by law as contrasted with bureaucratic caprice. 

~ Experience with the administration of the social security laws and 

the National Labor Relations Act, which originally cont: in ed similar 
finitions of “employee,” demonstrated a course of official policy and 
tion substantially parallel to those followed in the case of this act. 
iis parallel no longer exists, because the Congress, becoming aware 
the ste; adily growin go abuse by adminis trative inte rpret tation, 
mended the soc ial security and labor relations statutes so as to make 
plain, without any doubt whatever and notwithstanding contrary 
lings by the Supreme Court of the United States, that the relation- 
ship of employer and employee was to be determined generally by 

e well-established common-law rules and not by any “total situa- 

tion” however arrived at. 

This has brought about the absurdly anomalous situation which now 
xists, whereby an individual may be wholly independent of another 

der the social secur ity and |: abor relations }: we and at the same time 
in d place e be an * ‘employee” of that other under the Fair Labor Stand 
rds Act because, and only because of some he ‘ful “total situation” 
urposely deve ‘loped to make him such. 

In addition to the confusi ion suc h a situation causes, it can readily 
‘sult in the clear intent of ¢ ‘ongress as shown in the social security 
nd labor relation laws being flouted by administrative determination 

der the Fair Labor Standards Act. Once a person has been held 
nder the Fair Labor Standards Act to be an employer, he has obliga- 

tions to fulfill which require him to exercise a degree of control over 

his employee who would not be an employee under the other 2 act 
licient to change the relationship between them to a point where 

the independent contractor whose st: atus Congress expressly desired 

to preserve under the other 2 acts has in fact “been forced to become 
n employee. 

There 1s now before the committee the bill introduced by Senator 

ipehart (S, 1437 ) whie h would amend section 3 (e) of the act by 

restoring the common-law rules in determining who is and who is not 

“employee,” thereby bringing this act into line with the other 
itutes which, as noted, have alre: idy be en so ame nde d. 

I understand that Senator C apehat ‘t has recently 

mendments to that bill which would br ing it ' 


it 


- ) 


tro luces d some 
1 lin e, even 
finitions now 
vied in social security ca nation: 1 labor relations laws 
What reasonable objection there can be to such patently common- 
nse action I cannot imagine. But, as might t be expected, certain 
ections have been rai d and these I would like to comment upon as 
ony as I can. The principal objections, as revealed in the record 
of t he previous hearings are set for th in filed statements of the Secre- 
iry of Labor and testimo ny by Mr. Abraham Weiss, of the team- 


dim ra = I \re- 


pectively, of the published volumes. 
1 doubt very much if any of those objections would have been 
voiced if the amendments to S. 1437, which have now been made, 


appear yester- 


it is 
‘cessary to answer the objections that were previously stated. 
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Taking them in order, the Secretary’s first objection is that the 
present definition has permitted the courts to give an interpretation to 
the term which is consistent with the broad social and remedial 
purposes of the act. A more restrictive definition would conflict with 
its basic philosophy and adversely affect many workers who have been 
held entitled to its benefits. 

What these “broad social purposes” are is not explained, but they 
most certainly do not include the concept of forcing self-employed 
small-business men into employment. It is evident that the workers 
who are to be “adversely affected” are subject to the act by grace of 
the Wage and Hour Administration and ~ of the Congress. Actu- 
ally under the amendments which Senator Capehart has put in, the 
great. bulk of those people will now be covered by the act, and I 
don’t think the Secret: ry would have put in those objections had the 
amendments been in last year. 

The real purpose of the act was to fix a minimum wage and on he 
imum hours of work for those employed by others. Senator Cape- 
hart’s bill quite obviously would not have the slightest effect what- 
soever on that purpose. Its actual and plainly intended effect, would 
be to abolish forever the impairment of freedom of contract under the 
guise of fixing a minmium wage. 

The Secr etary’s second objection i is that the amendment would upset 
a long line of court decisions and do away with the doctrine of the 
total situation, thereby permitting evasion of the real intent of the 
law. 

There can be no doubt at all that the amendment would void some 
court decisions or that its purpose is to do just that, exactly as was the 

ease when the Social Security and National Labor Relations Acts 
were similarly amended. In doing so, Congress would make plain, 
without quibbling, what the real intent of the law was and is. It has 
already done so in the case of the Social Security and Labor Relations 
Acts, regardless of the damage done to previous erroneous interpre- 
tations by the courts. The bill presented by Mr. Capehart with his 
amendments is intended to and will bring this act directly in line with 
the Social Security and Labor Relations Acts. 

The Secretary’s third objection is that the amendment would tend 
to prevent the application of the act to spurious contracts and other 
evasive tactics. 

The answer to this is, of course, that no law, this or any other, can 
prevent the making of spurious contracts or other attempts to evade 
it, nor will any amendment foster evasions. Spurious contracts and 
evasive tactics are the result of dishonesty, not of statutory phrase- 
ology. How it can be pretended that the mere words of a statute can 
curb or enhance human frailties is beyond by understanding. The 
facts, and nothing but the facts, govern such cases and a fraud against 
the act would be that, and that only, whether the staute sholld be 
amended or not, whether it says the way it is, whether it is changed in 
some way not foreseen. 

The See retary’s fourth objection is that the common-law rules are 
not clearly settled, that the “total situation” is a better guide, and that 
to abandon that doctrine would accomplish no more than to subsitute a 


hazy line of demarcation of narrower scope for a less hazy line of 
broader scope. 





AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 317 

Answering this, I feel safe in saying that the common-law rules, as 
observed for hundreds of years throughout the entire English-speak- 
ing world are as clearly settled as anything in jurisprudence can be. 
They have been relied upon by lawyers for generations in advising 
clients with accuracy and safety. On the other hand, the “total situa 
tion” is anything the administrator may choose to make it. The La- 
bor Department itself has publicly stated that it could not state eri 
teria from which one could determine with accuracy whether or not 
the status of employment existed. 

Last year Senator Goldwater asked me, after I had made my state- 
ment, if I had said that the Labor De ‘partment would not give its 
criteria. I told him, no, I had not said that. The Labor Department 
told us they could not give us criteria. Just the other day I was 
talking to a representative of the Labor Department about this situa- 
tion and told him that as a lawyer I couldn't tell a client who was 
his employee and who wasn’t, and he smiled at me and said, “You 
don’t think we know, do you?” 

In fact, such criteria as have been publicly announced, accompa- 
nied by the statement that none of them can ever be relied upon in 

any given case, have been so hazy and ambiguous that they provoked 
from Senator Millikin the characterization of “slithering criteria. 

The Secretary’s fifth objection is that, judged by the effect of a like 
amendment. of the social-sec urity law and judicial history, this pro- 
posal would materially reduce the coverage of low paid and sub 
standard workers, especi: illy those who are unorganized and therefore 
open to duress in making “spurious contracts.” 

The plain answer is that not a word of the proposed amendment has 
the slightest thing to do with wages or competence. It defines an 
employee, whether paid well or poorly and whether he is an able em- 
ployee or not. If income and ability are to be the test of the status of 
employee, I respectfully submit th: at the C ongress should say so and 
clearly. It would also be enlightening to learn how the present defi- 
nition of employee can affect the exercise of duress upon anyone or 
how the present proposal would change anything in that respect. 

In summary, the Secretary contends that, for the reasons he gives, 
the proposed amendment would reduce coverage, facilitate evasion 
and create confusion. 

As to coverage, the answer depends on what was the original inten- 
tion of the Congress in enacting the statute. If it was, as I think and 
as I conceive to be demonstrated by the amendment of the other 
acts, to establish a minimum wage and maximum hours for persons 
in the status of employees, as that term has always been understood, 
th e amendment will not reduce coverage by one single person. - 
bitrary coverage, conveniently provided by the conception and zeal- 
ous application of the “total situation” doctrine will, of course, “ 
very substantially reduced. 

As to evasion, nothing seems clearer than the utter irrelevance of the 
proposed amendment which seeks only to make clear what persons do 
and what do not come under the provisions of the law. It will be no 
easier and no harder to evade the law th: an the old one. 

As far as creating confusion in the law is concerned, I submit that, 
upon the record, it would be impossible to imagine any greater con- 
fusion than exists today as a result of the invention of the total- 
situation doctrine. No one knows with certainty whether he is a 
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contractor or an employee. Only litigation can settle it. Under the 
settled common-law rules on any given state of facts everyone would 
know without recourse to administrative or judicial proceedings. The 
present proposal is designed to substitute the certainty of law for the 
uncertainty of individual judgments in issues of great importance. 

Coming now to the testimony of Mr. Weiss, we find that the objec- 
tions which he raises, except those which parallel the ones advanced 
by the Secretary and which I have already attempted to answer, are 
largely concerned with the effects upon the teamsters’ union and or- 
ganized labor in general which he thinks will happen. 

His first objection i is that the amendment is narrow and restrictive 
and would exclude common-law independent contractors and the own- 
ers and operators of trucks. 

The purpose of the amendment is clearly to exclude common-law 
independent contractors for the very simple reason that they are 
not and cannot be employees and therefore were never intended to 
be covered in the first place. As to the owners and operators of trucks, 
some would be included by special provision as has been done under 
the Social Security and National Labor Relations Acts, and the same 
ones, not random-selected ones, as could happen under the present 
law. 

Mr. Weiss next argues that collective bargaining will be destroyed 
if independent contractors do the same work for less money and work- 
ing longer hours. Competition, he says, will then become a matter of 
wage chiseling. 

As I understand this, it means that an independent contractor who 
underbids an employer of union labor and so gets the job, is destroying 
collective bargaining. In the first place, that seems to me to be a 
non sequitur. Second, it implies, and can only imply, that a small 
contractor owning and operating his own business in competition 
with a larger contractor who employs union labor, has no right to 
conduct his little business but should be compelled by law to shut 
up shop and accept employment by somebody else. I trust that it is 
not the intention of Congress to force a small-business man out of 
business and into employment by another. 

Finally, Mr. Weiss holds that there is no need of any amendment 
because genuinely independent contractors are now excluded under 
the present definition. 

If Mr. Weiss’ statement were certainly true, there would be no 
problem, and I wouldn’t be here talking. Unfortunately, the fact 
is that under the law in its present state there is no certainty. No 
one knows now whether he will be deemed to be genuinely independent 
or not and, as the Supreme Court says, the law contains no definition 
that solves the problem. The amendment is specifically designed to 
make clear what Mr. Weiss says is the law is so in fact. 

For the reasons I have given you, the pulpwood industry of the 
United States urges passage of the Capehart bill (S. 1437), and 
rejection of such part of all the other bills before you as would elim- 
inate the seasonal and small-business man exemptions (sec. 7 (b) 3 
and sec. 13 (a) (15) respectively) now contained in the act. 

Senator Doveias. Thank you very much, Mr. Canfield. We will 
print in the record at the conclusion of your remarks the text of 
Senator Capehart’s bill S. 1487, which was only introduced last 
Thursday. 
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« 


Mr. CanFIieLp. I haven’t even seen it. 


Senator Dove.as. I think it is needed to make some of your dis- 
cussion clear. 


Mr. Canrievp. I would be very glad if it were printed here. 


[S. 1437, 84th Cong., 2d sess.] 
AMENDMENT (IN THE NATURE OF A SUBSTITUTE) 


Intended to be proposed by Mr. Capehart to the bill (S. 1437) to amend the 
Fair Labor Standards Act by clarifying the definition of “employee”, and for 
other purposes, viz: Strike out all after the enacting clause and insert in lieu 
thereof the following: 

That section 3 (e) of the Fair Labor Standards Act of 1938 is amended to 
read as follows 

“(e) ‘Employee’ includes any individual employed by an employer, but shall 
not include any individual who, under the usual common-law rules applicable in 
determining the employer-employee relationship, has the status of an inde 
pendent contractor or any individual who is not an employee under such common 
law rules, except that such term shall include any individual who performs 
services for remuneration for any person— 

“(1) as an agent-driver or commission-driver engaged in distributing 
meat products, vegetable products, fruit products, bakery products, bev- 
erages (other than milk), or laundry or dry-cleaning services, for his 
principal ; 

“(2) as a full-time life insurance salesman; 

“(3) as a home worker performing work, according to specifications 
furnished by the person for whom the services are performed, on materials 
or goods furnished by such person which are required to be returned to such 
person or a person designated by him, if the performance of such services 
is subject to licensing requirements under the laws of the State in which 
such services are performed ; or 

“(4) as a traveling or city salesman, other than as an agent-driver or 
commission-driver, engaged upon a full-time basis in the solicitation on 
behalf of, and the transmission to, his principal (except for sideline sales 
activities on behalf of some other person) of orders from wholesalers, 
retailers, contractors, or operators of hotels, restaurants, or other similar 
establishments for merchandise for resale or supplies for use in their 
business operations; 

if the contract of service contemplates that substantially all of such services 
are to be performed personally by such individual; except that any individual 
iescribed in clauses (1), (2), (3), or (4) shall not be included in the term 
‘employee’ if such individual has a substantial investment in facilities used in 
connection with the performance of such services, or if the services are in the 
nature of a single transaction not part of a continuing relationship with the 
person for whom the services are performed.” 


Senator Doveras. The next witness is Mr. Joseph Treacy, of the 
National Licensed Beverage Association. 


STATEMENT OF JOSEPH M. TREACY, NATIONAL LICENSED 
BEVERAGE ASSOCIATION 


Mr. Treacy. My name is Joseph M. Treacy. I own and operate in 
Indianapolis, Ind., a restaurant selling food and beverages for con- 
sumption on the premises. I also operate a similar establishment in 
Bloomington, Ind. I am chairman of the legislative committee of 
the National Licensed Beverage Association and appear here on be- 
half of the members of that organization. Our members operate 
restaurants, taverns, and bar-cafes in 27 States and the District of 
Columbia. A list of State and local associations affiliated with our 
group is attached to my statement. 

About a year ago a spokesman for our membership appeared before 
this committee to ask that the retail and service exemption in the Fair 
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Labor Standards Act be left in its present form. We believe the 
reasons advanced at that time in support of the present exemption are 
still valid but will not restate them here since they are in the record. 
We would, however, like to call to the attention of the committee 
a further fact or two which emphasize the unusual or peculiar char- 
acteristics of the food and beverages industry which make the retail 
exemption so important to us. 

The employees in our industry are paid in money and perquisites. 
In many instances the latter is every bit as important to the employee 
as the money. 


All of our employees by their contract of employment are entitled 
to at least 1 meal a day and very often 2. Many of them are furnished 
uniforms and laundry and the service employees obtain gratuities and 
tips in the regular course of their employment. In the resort areas 
employees are most often furnished with lodging also. This system 
which has grown up over the years has adapted itself to the regulation 
provided by State minimum-wage laws and the State regulatory 
boards have taken these facts into consideration in establishing State 
and local wage rates. Such boards are generally composed of repre- 
sentatives of management, labor, and the public. Their decisions are 
fair and equitable since they are based upon local conditions. Our 
business being completely local in character and subject to great varia- 
tions in conditions from area to area, the welfare of the industry 
requires local regulation. 

We have noted with interest statistical material furnished the com- 
mittee last year by the Department of Labor in which various studies 
of retail employment were reported. Throughout this material the 
various charts and summaries report facts on various industries in- 
cluding retail trade. It is interesting to note that in covering retail 
trade there is usually an exception for eating and drinking places. 
Such exceptions in statistical reporting are due, of course, to the great 
variation in conditions in the industry from area to area and the 
difficulty of compilation of facts concerning the perquisites mentioned 
above. If these variations make statistical reporting so difficult, one 
can imagine the difficulty of applying one uniform rule or yardstick 
for the industry throughout the country. 

The difficulty of dealing with eating and drinking establishments 
on a uniform basis throughout the country is further illustrated by 
testimony of Labor Department officials before a House appropria- 
tions subcommittee earlier this year when they were explaining plans 
for a survey of retail industry. They had indicated that eating and 
drinking establishments were not to be included in the survey and 
when questioned gave as reasons for the ommission that it is a difficult 
group because of the perquisites mentioned earlier and because such 
establishments are being operated under a variety of minimum-wage 
laws in the different States. This seems to us to be a further acknowl- 
edgment that. the variations in our industry prevent it from being 
reasonably susceptible to countrywide standardization. 

If there is to be effort toward such standardization among retailers 
we believe therefore that great care must be exercised in establishing 
that standard. Last year we pointed to the fallacy of multistate 
operation as such a yardstick intended to reach large chain operators 
since it also would take in some very small operators. We gave ex- 
amples of small restaurants operated by the same person in more than 
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one State. Today, we would like to point out to the committee that 
the total annual volume yardstick suggested in some of the bills under 
consideration would also include many small operations. 

In 15 States it is possible for a restaurant or tavern to make sales 
of beverages by the package for consumption off the premises. In 
those States many of our members have, in connection with their on- 
premise business, a so-called package store operation. The com- 
modity they sell has a sales price that 1s over half tax. A survey made 
by Licensed Beverage Industries, Inc., of retail prices and excise taxes 
in the 29 private license States indicates that on the aver: age 56 percent 
of the retail sales price of distilled spirits is Federal, State, and local] 
tax. This means that applying a coverage yardstick of $500,000 total 
annual volume of sales to pac ckage retailers of alcoholic bever: ges 
would in fact include those with a real volume of sales of just over 
“200,000. The same would be true of any other retailers whose sales 
prices contained a high proportion of tax. 

" We submit that the problem of applying any reasonable country- 

wide standard for application of the Fair Labor Standards Act to the 
retailing activity and particularly to food and beverage retailers is 
such that the present exemption should remain in its present form. 

Thank you very kindly. 

Senator Doveras. Thank you very much, Mr. Treac 

The next witness is Mr. Benjamin R. Miller, aivect ‘tor of the indus 
trial relations department of the American Trucking Associations, 
Inc. 


STATEMENT OF BENJAMIN R. MILLER, DIRECTOR, INDUSTRIAL 


RELATIONS DEPARTMENT, AMERICAN TRUCKING ASSOCIA- 
TIONS, INC. 


Mr. Mitier. Mr. Chairman, to conserve time, I should like your 
permission to paraphrase the prepared statement I have submitted 
for the record. 

Senator Doveias. We will print for the record the full statement, 
and also, I understand you are submitting a statement for Mr. Hosea, 
of the National Association of Motor Bus Operators; am I correct, 
sir? 

Mr. Mirxter. Yes. Thank you, sir. 

(The statements are as follows:) 











STATEMENT OF BENJAMIN R. MILLER, Director, INDUSTRIAL RELATIONS Drparr- 
MENT, AMERICAN TRUCKING ASSOCIATIONS, INC. 





Mr. Chairman and members of the subcommittee, my name is Benjamin R. 
Miller. I am director of the industrial relations department of American Truck 
ing Associations, Inc., with offices at 1424 16th Street NW., Washington, D. ¢ 
Most of you are probably familiar with our organization but let me say for 
the record that it is the natioal trade association of the trucking industry, rep- 
resenting all types of motor carriers, both for hire and private, and having 
affiliated associations in all 48 States and the District of Columbia. 
We understand the subcommittee has before it for consider: ee the following 
- lls to amend the Fair Labor Standards Act: S. 662 (Lehman), S. 770 (Murray), 
2748 (Murray), S. 1127 (Martin), S. 1288 (Dworshak), S. i437 37 (Capehart), 
S. 1447 (Curtis), S. 2404 (Smith of New Jersey), S. 2963 (Payne), S. 3310 
(McNamara). 
Certain of these bills would not only vastly expand the coverage of the law by 
applying it to “activities affecting commerce,” but would actually abolish the con- 
Siderably limited exemption from the overtime provisions of the law presently 
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applicable to certain employees of the motor carriers subject to the safety juris- 
diction of the Interstate Commerce Commission. 

As requested by Senator Douglas, we will not burden the record nor impose 
upon your patience by repeating the statements concerning “activities affecting 
commerce,” which were made before your subcommittee last year. 

In that connection, we respectfully refer you to the presentation of Peter T. 
Beardsley, director of the law department of our association which is incorpo- 
rated in the record of last years hearings, April 27, pages 653-6638, part 2, and 
which continues to be our industry’s position in that matter. 


THE MOTOR-CARRIER EXEMPTION PROVIDED IN SECTION 13 (B)(1) MUST BE RETAINED 


The trucking industry is not exempt from the minimum-wage provisions of 
the act. Nor does it here plead for such an exemption. Employee earnings in this 
industry are among the highest in the land. 

The trucking industry is not completely exempt from the overtime provisions of 
the act as is its chief competitor, the railroad industry. Nor does it here plead 
for such an exemption. 

We merely, but earnestly, request that the considerably limited overtime exemp- 
tion afforded only four basic employee classifications be maintained. 

This partial exemption has come about through litigation of the intent of 
section 13 (b) (1) of the FLSA and its effect upon section 204 of the Motor 
Carrier Act of 1935. 

Section 13 (b) (1) provides an exemption from the overtime provisions of the 
law for “any employee with respect to whom the Interstate Commerce Commis- 
sion has power to establish qualifications and maximum hours of service pursuant 
to the provisions of section 204 of the Motor Carrier Act, 1935.” That act pro- 
vides that it shall be the duty of the Interstate Commerce Commission to regulate 

“arriers by motor vehicle as provided in the act, and “to that end the Commission 
may establish reasonable requirements with respect to * * * qualifications and 
marimum hours of service of employees, and safety of operation and equipment.” 
[Emphasis supplied. ]} 

By a series of court and ICC decisions, the exemption is applicable only to those 
employees whose work involves engagement in activities in a class of work defined 
as that of a driver, driver’s helper, loader, or mechanic, and then only if their 
work “directly affects the safety of operation of motor vehicles on the public 
highways in transportation in interstate or foreign commerce within the meaning 
of the Motor Carrier Act.” ? 

The necessity to motor carriers, for retention of section 13 (b) (1), and for 
continuing the authority of the Interstate Commerce Commission over qualifica- 
tions and hours of service, has not lessened throughout the 21 years in which the 
ICC has had jurisdiction and the 18 years in which the FLSA has been effective, 
as we shall show hereunder. 


MOTOR CARRIER EXEMPTION DOES NOT IMPAIR THE ACT’S PURPOSE 


When Congress provided the motor carrier exemption in 1938 it must have con- 
cluded that this industry was not one the act’s preamble was attempting to reach 
as having “labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well-being of work- 
ers.” Trucking is a high-pay industry. If the earnings of trucking employees 
were not substandard in 1938, they are far from that today. Wage increases and 
earnings in this industry have far outstripped many others in the intervening 
years. 

We have attached three charts indicating the earnings of trucking industry 
employees vis-a-vis those of other workers. 

The first chart (appendix A), prepared from United States Department of 
Commerce data, shows trucking employees’ earnings in 1954 (latest year avail- 
able) were some $761 per year ahead of manufacturing workers. 

The other two charts were used in last year’s negotiation of the Central States 
area over-the-road labor agreement which covers some 5,000 companies and 40,000 
employees. One (appendix B) shows intercity driver’s weekly earnings were 
$122.12 compared to $77.14 for production workers in the same area. The other 
(appendix C) shows driver’s average hourly earnings—not wage rates—are 70 
cents an hour above production workers in the same area. Here is the striking 


1See Pyramid Motor Freight Corp. v. Ispass (330 U. S. 695) ; Levinson y. Spector Motor 
Service (330 U. S. 649) ; Morris v. McComb (332 U.S. 422). 
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fact that the drivers, without statutory overtime, would still earn 57 cents more 
per hour than production workers who might have an equivalent workweek with 
overtime after 40 hours. 

Wage rates of more than $2 per hour are prevalent in trucking, and it is not 
uncommon for a truckdriver to earn more than $8,000 per year. Moreover, he 
enjoys liberal paid vacations, holidays, health and welfare and has pension 
systems among other emoluments. Since these compensation have come about 
despite the motor-carrier exemptions, it follows that the employee wage structure 
has been satisfactorily adjusted to offset the public service necessity of longer 
hours. It also follows that these highly paid employees enjoy a higher standard 
of living than those whose compensation meets the act’s minimum wage of $1 
per hour and are covered by its overtime provisions. It is, therefore, obvious 
that there are no detrimental labor conditions in trucking and the motor-carrier 
exemption does not impair the act's purpose. 


MOTOR CARRIER FLEXIBILITY PRECLUDES STANDARDIZED WORKWEEK 


Congress having provided the motor-carrier exemption and having refused to 
modify it throughout the years, rightly recognized that motor carriers are a 
public service depending entirely upon the requirements of the public they serve. 
As such they have no control over production—they operate round the clock— 
they do their work before and after the manufacturer or producer or seller or 
user opens or closes his establishment. Their workload is, by the very service 
nature of their operations, tied directly to the short turn or even seasonal rise 
or fall of the business of those they serve. 

As an example it might be noted that agricultural products and livestock are 
important sources of revenue to a good number of carriers. But the carriers 
have no control over when or in what amounts such shipments must be made. 
It is a seasonal business and the trucking industry must be sufficiently flexible 
to cope with it. Another example may be found in shipments by the various 
services within the Defense Department. The motor carriers cannot always 
have advance information on such movements. And so it is with the delivery of 
raw materials or finished products. The time element or volume is public- 
controlled. 

Flexibility and availability of service has made this industry a substantial 
servant of this Nation’s commerce. In fact, it has been said that motor carriers 
have made much of that commerce possible. 

As stated before, Congress has continued to recognize this public service aspect 
of motor carriers in providing the overtime exemption for motor carrier em- 
ployees whose workweek cannot be made to fit a standard pattern. 


COMPLEX TRUCKING WAGE STRUCTURE NECESSITATES OVERTIME EXEMPTION 


The wage structure which has developed within the trucking industry is ex 
tremely complicated. To the uninitiated it would seem hopelessly confusing 

Road drivers are mostly paid on a mileage or trip basis. Drivers wage rates 
vary with different types, sizes, and weights of trucks. They change with the 
distance traveled, the terrain covered, the road speeds, the climate, ad infinitum. 
’( Please see excerpts from labor agreement—appendix D.) 

The industry’s mileage rates are further complicated by involved minimum 
guarantees establishing a floor for driver earnings well above the rate received 
if computed on a straight mileage basis. 

For example, regardless of the number of miles driven on “through runs,” 
there is a guaranteed 8-hours pay if that driver begins work. On so-called turn- 
around runs, the guarantees become quite involved. I again refer you to appen- 
dix D, page 2. 

On “subsequent runs,” that is, two or more turn-around runs in the same day, 
the employee receives the established daily guarantee for the first rum and addi- 
tional graduated guarantees for all runs thereafter. These subsequent-run guar- 
antees vary from a minimum of 6 hours pay to a maximum of an additional 8 
hours pay. 

So-called multiple leg runs, the most remunerative of the established guaran- 
tees, gives the men one-half the appropriate mileage guarantees for each leg of 
the operation regardless of the number of legs driven. An excerpt from the 
Central States agreement covering these multiple-leg operations is also included 
in appendix D. 





324 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


On top of all of this, most road agreements provide a penalty rate for such 
things as: Breakdown, pick-up and delivery, layover, blockades, snowtime, scale 
time and fuel and check time, in addition to loading and unloading. 

The impossibility of determining an hourly rate for overtime purposes can 
easily be seen by computing a fictitious hourly rate on the basis of the speed 
limits established in the area. For example, men driving single axle units in any 
of 13 States receive, aside from their guarantees, a mileage rate of 7.7 cents a 
mile. Assuming speed limits of 20 miles an hour, their rate would be $1.54 an 
hour; at 30 miles per hour, their rate becomes $2.31; and at 40 miles per hour, 
they would be paid $3.08 an hour. Those men driving double bottoms or com- 
bination units presently receive 9.1 cents a mile in the same area. At 20 miles 
per hour, their rate would be $1.82 per hour; at 30 miles per hour, $2.73 an hour, 
and at 40 miles per hour, they would receive $3.64 an hour. It must be noted 
that any given driver might drive 2 different types of equipment with different 
mileage rates on runs involving at least 2 or 3 different driving speeds in the 
same day. And these might be through runs, turn-around runs, subsequent runs 
or multiple leg runs or combinations of them. 

Additionally, such contracts as the California long-line agreement provide a 
payment of penalty miles, that is, an additional increment to the established 
mileage rates for trips over a specified number of miles. 

New England carriers pay their road employees under labor agreements on a 
trip rate basis whereby the pay hours for each trip were long-ago determined by 
the following formula: First 10 miles of a 1-way trip, 1 hour; last 10 miles of 1- 
way trip, 1 hour; with the remaining distance at 1 hour for each 20 miles. This 
mileage is computed in units of ten. But even these trip rates are not based 
on actual hours worked—a trip rate of 10 hours pay may be given for a trip of 
only 7 hours driving time. 

I’ve just touched upon a few of the major guarantees existing today in the 
trucking industry road agreements, but I believe they well illustrate the involved 
method of determining the rate of pay and point up the utter impossibility of com- 
puting his pay on the basis of time-and-one-half a nonexistent hourly rate after 
40 hours of work. 

It should be reemphasized that this complicated wage structure has been put 
into delicate balance over a period of years through free collective bargaining and 
would be completely disrupted if Congress were to remove the motor-carrier 
exemption. 


REMOVAL OF THE MOTOR-CARRIER EXEMPTION WOULD CREATE INDUSTRIAL STRIFE 


Trucking is a highly unionized industry. Over 90 percent of the personnel 
in the exempt employee classifications are covered by collectively bargained 
labor agreements between the truck operators and the International Brotherhood 
of Teamsters or the International Association of Machinists. These labor 
organizations are among the five largest in the United States. They are known 
to be hard bargainers. To them can go much of the credit for the high pay of 
our industry’s employees. 

Since these unions are well organized, militant, and powerful, the employees 
they represent do not need the protection of the FLSA. It is obvious that where 
the labor agreements do not require overtime pay after 40 hours that the union 
has recognized the impossibility or impracticability of insisting upon it. It is 
equally obvious that it has demanded and obtained other consideratons for those 
it represents to more than offset any return available through statutory overtime. 

Labor agreements, covering the vast majority of intercity employees, do not 
contain overtime pay provisions. But they do contain such benefits as high 
mileage rates, guaranteed trip rates, and liberal layover allowances. And it is 
not uncommon for others to contain daily and weekly guarantees. 

Is it conceivable that the alert teamsters union would forego overtime pay for 
its membership if it was to their advantage and if it was feasible for the industry 
to pay it? Experience indicates otherwise. 

Most of the employees under consideration here are covered by multiemployer 
labor agreements involving all trucking in a city, State, or area. One contract 
covers all road drivers in some 13 States. And they are, in the main, long-term 
agreements, effective for periods of from 3 to 6 years. 

They were not come by easily. Hard collective bargaining brought them about. 
In New England they resulted from a 6-week strike this year. And the 11 far 
Western States were nearly paralyzed for 3 weeks by strikes and lockouts in the 
process of bargaining in that area last year. 
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In those circumstances where labor and management have found it possible 
and practical to apply overtime pay after 40 hours they have done so only after 
consideration of many factors. Most important was the development of 
formula for an orderly stepdown in weekly hours, whereby employees, other than 
road drivers, would obtain a weekly guarantee to protect them from a reduc 
tion in pay and their employer would have some 3 years to adjust his operations. 

Chis is illustrated by the following clause of a t-year labor agreement in the 
Central States: 

Eighty-five percent of the regular employees shall be guaranteed the hours 
prevailing in the workweek when it is more than a 40-hour workweek until 
such time when, as a result of the application of the formula, the workweek is 
reduced to an 8-hour day and 40-hour week at which time the standard guaran 
teed workweek shall be 40 hours per week * * *.’ 

Here then is a clause which recognizes the practical impossibility of effecting 
an across-the-board workweek reduction to a standard of 40 hours. And it came 
through hard collective bargaining without a strike or lockout 

We are convinced that neither labor nor management would want to renegoti- 
ate their long-term agreements for no real purpose except to engage in indus- 
trial strife. We do not believe that Congress would wish that to happen either. 
The peaceful relations now enjoyed by labor and management in the trucking 
industry must not be jeopardized by elimination of the motor-carrier exemption. 


a 


NO ONE WOULD GAIN BY REMOVAL OF THE MOTOR CARRIER EXEMPTION 


We cannot See any beneficial purpose in removal of the exemption. It would 
only cause confusion, inconvenience, or hardship to employees, employers, or the 
public. In fact, we believe that no one would gain by it. Perhaps a simple 
hypothetical situation will illustrate the basis of our reasoning. 

Assume that a driver has a daily S-hour run from his home terminal to a 
terminal in another city and that he returns every other day. That would give 
him a 6-day, 48-hour week. A requirement of overtime after 40 hours wouid 
force his employer either to reduce the driver’s workweek to 4 round trips of 
32 hours with a resultant cut in his take-home pay, or lower his straight-time 
pay scale to offset the overtime cost. He could not possibly lay the man off at 
his away-from-home terminal after 40 hours. The employer's other alternative 
would be to give this now highly paid driver 8 hours of overtime pay and re- 
quest the ICC to increase his rates to the public. 

As we indicated earlier, drivers are not paid in that fashion and an hourly 
wage computation is next to impossible. Moreover, the renegotiation of the 
labor agreement under which this driver might work would doubtless result ‘in 
labor-management strife. 

This hypothetical situation is much too simple however, for the hours of work 
vary tremendously within a single company, depending on innumerable factors. 
An insurmountable problem would face the employes and employers were over- 
time required on two-man operations, sometimes called sleepers. Here will be 
found some of the highest paid drivers in our industry. Here also will be found 
the predominant type of agricultural hauling. And this is the type of equipment 
mostly used by household goods movers. 

We ask, “Who would gain by removing the considerably limited Motor Carrier 
Act exemption?” Surely not the employees—they could face a reduction in take- 
home pay. Surely not the trucking company—it could lose business to competing 
forms of transportation which are completely exempt from FLSA. Surely not 
the public—they could have higher shipping rates (nearly all coods are shipped 
all or part way by truck). 

We cannot see how anyone could gain from the elimination of the motor- 
carrier exemption. 

IN CONCLUSION 


We have briefly recited several fundamental bases for retention of the motor- 
carrier exemption provided in section 13 (b) (1) of the Fair Labor Standards 
Act and respectfully urge that your subcommittee recommend its continuance. 
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AMERICAN TRUCKING ASSOCIATIONS, INC., 
INDUSTRIAL RELATIONS DEPARTMENT, 
Washington, D. C. 
APPENDIX A 


PATTERN OF EMPLOYEE EARNINGS IN TRUCKING AND SELECTED INDUSTRIES 


Average annual earnings of employees engaged in trucking and warehousing 
reached $4,884 in 1954, $154 above the 1953 average. Earnings of manufacturing 
employees were $761 below those of trucking. 

Although prices of most goods and services have risen rapidly since 1947, the 
average trucking employee has increased his real income by 35.5 percent since 
that time; whereas manufacturing employees are only 25.3 percent better off, 
and railroad employees are only 19.8 pe reent ahead. 

The records of employee earnings in trucking and various other industries 
from 1947 through 1954 are shown in the tables and graphs on pages 2 and 3 
These statistics offer readily available and precise information about the high 
standing of trucking employees in relation to earnings of employees in other 
occupations. The steady improvement of the earnings of trucking employees 
is also shown. 

The information providing the basis of this study originated in the statistical 
studies of the United States Government. This study brings up to date a similar 
one published as a TLRI Special, February 15, 1955 (vol. X, see. 11, supp. A), 
based on 1947 dollars and covering the period 1947-54. 

Definitions and sources 

Money income means the wage or salary earned by an employee before tax 
deductions. Real income is money income adjusted to 1947 constant dollars so 
as to measure the changes in actual purchasing power. This adjustment was 
made by using the implicit price deflators published by the United States 
Department of Commerce. Source of ATA’s information was the 1954 editfon 
of National Income, a supplement to the Department of Commerce’s Survey of 
Current Business and the July 1955 issue of Survey of Current Business. 


Annual income of employees engaged in trucking and selected industries, 1947- 
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APPENDIX B 


CHART I 
AVERAGE WEEKLY EARNINGS 
MANUFACTURING~- U.S. AND 12 STATE AREA 
INTERCITY DRIVERS ~12 STATE AREA 
AUGUST 1954 


DOLLARS 


$122.12 


INTERCITY 
ORIVERS 
12 STATE AREA 


$77.14 


PRODUCTION 
S$ 71.06 WORKERS 
IN 
PRODUCTION MANUFACTURING 
WORKERS 12 STATE AREA 
IN 
MANUFACTURING 
U.S 





SOURCE EXHIBIT A-Wic 





OF 


T 


A( 


t 
< 
~ 
a 
7, 
« 
al 
wD 
= 
~~ 
4 
=a 
- 
; 
_ 
x 
< 
be 


THE 


AMEN DING 


S$ 3u)LN9 


ONIBNLOVIONTA 

NI SuUaI¥HOMm 

NOILONOCONe 

viuv giwis 2 QNISNLOVINNVA 
AINOd UILIV NI SuaNHOM 


v3juv givisS 


NIBOLOVIONTA 
Ni Su2*BOM 
NOILINIONG 


NOILINGON 


133M/ SUH GES 
yNOH Bad 


€61$ 


43IM/S8H DOD 


bh 


b id 
é 
7? 


ALWO4 UILAV 
> 
wii 


433M / SHH OD 


yNOH Bad 


90 2$ 


16 | 


viuv 
S3iwis 
WUiN32 venv" 
| Ss3ivis 
Su3zAiwo y Wein}? 


ALIIBFIINI 
Su3AIHO 


3Wik AMOIWHIS r ALIDUIINI 


ay 
MIIM/ SUH Op 43IM/ SUH b> Op 
yNOH B30 


BNOH Bad 


e92$ 


M3IIM HYOM JIBVHVGNOD 40 SISVE NO 


vS6i LSNONV- V3Y"V 31VLS 2! ONV SN 


SM 3MILNF 


ONISNLOVIONIAN 
NI SUINBOmM 
NOILINGONG 


w23M/ SHH JES 
UNOH 83d 


6415 


433M HYXOM WWNLIDV 40 SISVB NO 





os2 


O92 


OL2 
syv1100 


SYSAING ALIONSLNI ONV ONINNLOVINNYW NI SYSHYOM NOILONGOYd 


SONINYVS AIYNOH J9OVYE3ZAV 
AI LYVHO 


L) NIGNGdAY 





330. AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


APPENDIx D 
(Extract from Central States Area Over-the-Road Agreement) 
ARTICLE XXIV. MINIMUM GUARANTIES 


SecTion 1. The guaranties provided for by this agreement for each of the 
various runs described shall be the minimum pay for the performance of each 
of such described runs. 

Sec. 2. The present compensation for agreed-upon runs shall not be disturbed 
except to be increased in accordance with the increases agreed upon in the 1955 
negotiations. It is understood, however, that where the mileage rate is greater 
than any guaranty, such mileage rate shall prevail. It is further mutuaily 
agreed that where disputes regarding bona fide agreed runs are made, such dis- 
putes shall be referred to the joint area committee for consideration and fina! 
decision, with the intent of substantiating and protecting all such established 
agreed runs. 

ARTICLE XXV. MILBAGE AND HOURLY RATES 


Section 1. The rate of pay per mile for drivers on all runs other than peddle 
runs shall be as follows: 


Single axle units: Centa per mile 
Effective Feb. 1, 1955 ; 7.45 
Effective Feb. 1, 1956 
Etfective Feb. 1, 1957 

Tandem axle units (4 axles) : 
Effective Feb. 1, 1955 __ eldiida 
en TE UE es cece eniaiib aisioninacesnsanl einen tetieds 
Effective Feb. 1, 1957_ 

Tandem axle units (5 axles): 
Effective Feb. 1, 1955_-__- 
I a a scenes ss a cat 
Effective Feb. 1, 1957___ 

Tandem axle units carrying a cargo of 40,000 pounds or more and jeeps: 
Effective Feb. 1, 1955 
kiffective Feb. 1, 1956__ 

Etfective Feb. 1, 1957__- a ta 

Double bottom units or a combination of vehicles or units: 

Effective Feb. 1, 1955__ s ; ; : 8. § 
Effective Feb. 1, 1956 s cece 9. 
Raecuve Peo, 1, 100... ae ice dicaanton 9. 


Pius the following allowances: 

(a) When runs of tandem axle units and jeeps carrying a cargo of 40,000 
pounds or more are paid on an hourly guaranteed basis the minimum hourly 
guaranty shall be: 

Per hour 
Effective Feb. 1, 1955 $2. 14 
Ieffective Feb. 1, 1956 2. 22 
Effective Feb. 1, 1957 2.30 

(b) The rate for double bottoms or combinations carrying a cargo of 40,000 
pounds or over shall in no event be less than the mileage or hourly rates or 
guaranties for tandem axle units carrying same cargo weight. 

(c) Time spent in making pickups and/or deliveries at points en route and 
intermediate terminals and time lost through delay in pickups and/or deliveries 
at intermediate terminals shall be paid for at the minimum rate of: 


Per hour 
Effective May 1, 1955 
Effective May 1, 1956 
Effective May 1, 1957 


Mileage pay shall be allowed for driving time in making pickups and/or de- 
liveries at off-line points en route. 

(d) When war heads, live ammunition and similar items excluded from regular 
tariffs are carried, the effective mileage and hourly rates shall be increased one 
half cent per mile in the mileage rate and 15 cents on the hourly rate. Sucb 
increases are to apply only on driving time. 
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Penalty rates shall apply to all types of ammunition, bombs, bullets, cannisters, 
cartridges, churges, clusters, dynamite, projectiles, rockets, shells, shot sh ray nel, 
war heads, powder, and flake TNT that carry the term fixed. (The penalty shall 
not apply to smal!l arms ammunition carrying the term fixed.) 


ARTICLE XXVIII. TURN-AROUND RUNS 


Sec. 2. On turn-around runs within a 60-mile radius from the home terminal 
and where the round trip does not exceed 120 miles, drivers shal] be guaranteed 
a minimum of 6 hours’ pay at the above applicable rates per hour. However, 
such drivers shall receive an S-hour guaranty on such runs where a loca] union 
has been deceiving an 8-hour guaranty for such short turn-around, or where the 
driver receives only one such short turn-around run in any one day. There shall 
be no free time on such short turn-around runs. 

Sec. 3. On turn-around runs exceeding a 60-mile radius or 120 miles round trip, 
but less than 190 miles round trip, drivers shall be guaranteed a minimum of 
5S hours’ pay in the first 10-bour period, plus pay for all additional time at the 
above applicable rates per hour. The 10-hour period shall include 1 hour meal- 
time to be taken at the point farthest-away-from-home terminal. The 2-hour 
allowance to obtain where driver is effectively released from duty. 

Sec. 4. On turn-around runs of 190 miles or more round trip, the above 2-hour 
free time allowance shall not apply, but the driver may be requested to take his 
lunch period for not to exceed 1 hour, and with no additional pay, at the point 
farthest-away-from-home terminal. 

Sec. 5. The above guaranties are for miles driven only. Where pay for miles 
driven only would be higher than the guaranty, the mileage pay will prevail 
Additional compensation at the above applicable rate per hour shall be paid for 
all time spent in performing work other than driving. 


ARTICLE XXVIII. THROUGH RUNS 


Sec. 2.—On all through runs of 1 mile up to 169 miles there shall be a minimum 
guaranty of 6 hours’ pay for miles driven only, and additional compensation 
for all time spent in performing work other than driving at the above applicable 
hourly rates. The minimum daily guaranty for all work performed shall be 
S hours’ pay. By “all work performed” is meant driving time, pick and/or 
delivery work/or hookup and Switch time. 


ARTICLE XXIX. SUBSEQUENT RUNS 


SecT1on 1.—Where employee accomplishes two or more turn-around runs in 
the same day, whether of the same or different type, he shall receive the estab- 
lished guaranty provided for by this agreement, for the first run. In respect 
to the subsequent run, if the same is of more than 4 hours and less than 6 
hours, he shall receive a second guaranty of 6 hours on such run. If of less 
than a 4-hour run, he shall receive the hourly or mileage pay called for by 
the operation. In determining whether a subsequent run is less than or mor 
than 4 hours, all time spent by the driver on such run shall be included 

If such second or third run is of more than 6 hours’ work, he shall receive 
the 8-hour guaranty on each of such runs over 6 hours. Where payment on 
the mileage rate will pay more than the hourly rate, the mileage rate shall 
ars The above guaranties are for miles driven only. 

Sec. 2.—The foregoing shall not affect present arrangements where the em- 
ployer now pays 2 or more guaranties where employee performs 2 or more runs 
irrespective of length of time involved. 


ARTICLE XXX. MULTIPLE LEG RUNS 


Section 1.—The multiple leg run is defined as a run which is not provided for 
in articles XXVI, XXVII, XXVIII, and XXIX, and on which a driver picks 
up or drops more than one trailer and returns to his home terminal in a tour 
of duty. On multiple leg operations, the driver shall receive for each leg of 
such operation one-half of the appropriate hourly or mileage guaranty, which- 
ever is the greater for miles driven only. All work done en route shall be paid 
for in addition to the guaranty. 
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STATEMENT OF Harovtp R. Hosea, Director oF RESEARCH, NATIONAL ASSOCIATION 
oF Motor Bus OPERATORS 


My name is Harold R. Hosea, and I am director of reseafch for the Nationa! 
Association of Motor Bus Operators. This association represents, directly or 
through affiliated State associations, the vast majority of intercity motor carriers 
of passengers who also transport express, mail and baggage in the same vehicles, 
Some 40,000 communities throughout the Nation are dependent upon intercity 
buses for their only mean of commoncarrier passenger transport and, in many 
cases, for the delivery of small shipments of medical and industrial supplies, 
first-class pouch mail, and allied services. 

Our comments will be limited, in the main, to the provisions of 8. 662, S. T70, 
and other related bills before the subcommittee which would eliminate the exist- 
ing limited exemption from the overtime provisions of the Fair Labor Standards 
Act (see. 15 (b) (1)) applicable to certain classes of employees of motor carriers 
subject to the jurisdiction of the Interstate Commerce Commission in respect of 
safety of operation. 

in the interest of brevity, I shall not summarize the legislative history of the 
motorcarrier exemption nor the extensive litigation related thereto, since these 
phases of the subject are treated in detail in the records of many similar hear- 
ings conducted over the past several years. I bave reviewed the presentation 
made before this subcommittee by Mr. Benjamin R. Miller in behalf of the truck- 
ing industry and concur in the general conclusions set forth therein. There 
are, however, certain basic differences between the operations of so-called over- 
the-road carriers of property and those conducted by intercity bus compunies 
which are pertinent to the matters before the subcommittee. 

‘The vast majority of the employees engaged in intercity bus operations are 
employed by carriers designated by the Interstate Commerce Commission as class 
I carriers (i. e., those with annual revenues of $200,000 or more) who furnish 
some 80 percent of all such transportation subject to the jurisdiction of tthe 
Commission. The bulk of the remainder consist of small operators with very 
few employees—in many Cases the entire business is operated by the owner 
and his family. 

All of the employees of these carriers are subject to the minimum-wage pro- 
visions of the act. Slightly less than half of the employees are drivers who are 
exempt from the overtime provisions of the act under section 183 (b) (1). All 
the remaining employees, with the exception of relatively small numbers ot 
mechanics whose duties affect safety of operation, are subject to the overtime 
provisions of the act. The vast majority of these employees are covered b) 
collectively bargained agreements. During the year 1955, as shown by prelimi- 
nary tabulations from official ICC reports, the weekly hours of the drivers em- 
ployed by class I carriers averaged approximately 37 and their average annual 
earnings were about $5,000 or roughly $2.60 per hour. 

It is the position of the intercity bus industry that the current limited exemp- 
tion provided under section 18 (b) (1) of the act should be retained for the 
following reasons. 

1. It is impossible to schedule bus operations, particularly those over longer 
routes, to conform precisely to a uniform workweek of 40 hours since we must 
provide round-the-clock service at times and on schedules that meet the needs 
of the public. While it is true that the average workweek for drivers is well 
below 40 hours, it does not follow that the week for every driver is under 40 
hours nor is it true that every workweek for any given driver is of the same 
length. The runs assigned to some drivers are necessarily somewhat in excess 
of 40 hours because of the need for tailoring schedules to meet public demand. 
Conversely, other assignments involve fewer than 40 hours per week. However, 
individual drivers are permitted, on the basis of their seniority, to choose their 
runs; hence they have considerable freedom to select long or short ones as they 
may wish. In the case of individual drivers who select the longer runs with 
overnight layovers away from home, the hours worked one week are frequently 
more than those worked during the following week. In most such Cases, the 
distances involved and the relative infrequency of schedules permit no other 
type of arrangement. Further, the vast majority of these drivers are paid on a 
mileage rather than an hourly basis. Any attempt to substitute statutory over- 
time provisions based on a standard week would involve serious complications 
and tend to destroy the effective system which has been developed over many 
years through the orderly process of collective bargaining. These conditions, 
largely peculiar to the transportation industry, were recognized by the Congress 
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when the act was passed, and nothing that has occurred during the 15 years 
since affect the sound reasons for assigning to the Interstate Commerce Com 
mission the responsibility for prescribing, in the public interest, proper limita- 
tions on the hours of service of such employees. 

It should also be noted that substantial numbers of these drivers have assign 
ments based upon a 5-day week. If they are offered, and choose to accept, work 
on either of the 2 days on which they would normally be off duty, they are cus 
tomarily paid 14%4 times their regular mileage rates. They are also typically 
paid such premium rates for any work over and above their regular assignment 
on a given day. 

2. Any necessity for modifying the existing wage structures and operating 
schedules would impose serious further burdens on the carriers whose current 
financial condition is already extremely precarious. The Interstate Commerce 
Commission has found fhat a financially healthy intercity bus industry requires 
that expenses, exclusive of income taxes, be not in excess of SS percent of 
revenues. Out of 153 class I carriers, the expenses of all but 15 were in excess 
of this percentage for the year 1955. For the entire group, expenses averaged 
91.6 percent of revenues and 50, or one-third of the total, actually finished the 
year in the red. It is obvious from the foregoing that the additional costs which 
would be involved in applying overtime provisions completely unsuited to such 
operations must necessarily be passed on in the form of higher fares. Should 
this be necessary, the impact would fall most heavily upon the lower income 
groups who make up a large proportion of our passengers since intercity bus 
fares are well below those of other modes of travel. 

3. The basic purpose of the Fair Labor Standards Act, briefly stated, was to 
eliminate substandard conditions of employment. Elimination of the motor 
earrier exemption would have no effect on basic rates since the statutory mini- 
mum is already applicable to all employees. The fact that the current average 
workweek is appreciably below 40 hours indicates that substandard conditions in 
this respect do not exist. Nor are average earnings in excess of $5,000 per year 
for an average week of about 37 hours evidence of substandard conditions by any 
stretch of the imagination. It should also be noted that the premium-pay 
provisions applicable to the vast majority of the drivers result in increasing their 
take-home pay per mile by 15 percent over the basic rates. Imposition of the 
provisions of section 7 of the act would not result in the employment of any 
additional driver personnel. Its principal effect would be in the direction of 
increasing the premium pay of some drivers and decreasing it for others, a tre- 
mendous amount of confusion and expense in readjusting operating schedules 
and, we predict, considerable dissatisfaction among the employees. 

The opportunity to present our views is greatly appreciated and we earnestly 
urge that, for the reasons outlined above, no change in respect to section 13 (b) 
(1) of the Fair Labor Standards Act be made. 


Senator Doveras. I appreciate it if you could condense your state- 
ment, because we have a large number of witnesses with a limited 
amount of time. 

Mr. Miter. I am authorized by the Bus Association to state that 
they concur in our presentation regarding the motor carrier exemption. 

As you requested, Senator, we will not burden the record or impose 
on your patience by repeating the statement. 

Seantor Dovanas. My patience, I hope, is ample, but it is a problem 
of time. 

Mr. Miter. We respectfully refer you to the presentation of Mr. 
Beardsley, of our law department, incorporated in the record of last 
year’s hearing, April 27, pages 653 to 663, part IT, and which continues 
to be our industry’s position in the matter. 

The trucking industry is not exempt from the minimum wage pro- 
visions of the act, nor does it here plead for such an exemption. Em- 
ployee earnings in this industry are among the highest in the land. 

The trucking industry is not completely exempt from the overtime 
provisions of the act as is its chief competitor, the railroad industry, 
nor does it here plead for such an exemption. 
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We merely, but earnestly, request that the considerably limited over- 
time exemption afforded only four basic employee classifications be 
maintained. I refer to drivers, their helpers, loaders and mechanics. 

The necessity to motor carriers, for retention of section 13 (b) (1), 
and for continuing the authority of the Interstate Commerce Com- 
mission over qualifications and hours of service, has not lessened 
throughout the 21 years in which the Interstate Commerce Commis- 
sion has had jurisdiction and the 18 years in which the Fair Labor 
Standards Act has been effective. 

When Congress provided the Motor Carrier Exemption in 1938 it 
must have concluded that this industry was not one the act’s preamble 
was attempting to reach as having “labor conditions detrimental to 
the maintenance of the minimum standard of living necessary for 
health, efficiency, and general well-being of workers.” T rucking is a 
high-pay industry. If the earnings of. trucking employees were not 
substantard in 1938, they are far from that tod: ay. Wage increases 
and earnings in this industry have far outstripped many others in the 
intervening years. 

We have submitted three charts indic ating the earnings of the truck- 
ing industry employees compared with other workers. 

The first shows trucking employees’ earnings in 1954 were some $761 
per year ahead of manufacturing workers. 

The second shows intercity drivers’ w eekly earnings were $122 com- 
pared to $77 for production workers in the same area. 

The third shows drivers’ average hourly earnings, not wage rates, 
were 70 cents an hour above production workers in the same area. 

Here is the striking fact, that the drivers without statutory over- 
time would still earn 57 cents per hour more than production workers 
who might have an equivalent workweek, with overtime after 40 
hours. W age rates of more than $2 an hour are prevalent in truck- 
ing. It is not uncommon for a truckdriver to earn more than $8,000 
per year. Moreover, he enjoys liberal paid vacations, holidays, health 
and welfare, and has pension systems among other emoluments. 

Since these compensations have come about despite the motor car- 
rier exemptions, it follows that the employee wage structure has been 
satisfactorily adjusted to offset the public service necessity of longer 
hours. It also follows that these highly paid employees enjoy a 
higher standard of living than those whose compensation meets the 
act’s minimum wage of $1 per hour and are covered by its overtime 
provisions. It is, “therefore, obvious that there are no detrimental 
labor conditions in trucking and the motor carrier exemption does not 
impair the act’s purpose. 

Congress having prov ided hee: motor carrier exemption and having 
refused to modify it throughout the years, rightly recognized that 

motor carriers are a public - service depending entirely upon the re- 
quirements of the public they serve. As such they have no control 
over “production”—they operate “round the clock’ "—they do their 
work before and after the manufacturer or producer or seller or user 
opens or closes his establishment. Their workload is, by the very 
service nature of their operations, tied directly to the short turn or 
even seasonal rise or fall of the business of those they serve. 

The wage structure which has developed within the trucking in- 
dustry is extremely complicated. To the uninitiated it would seem 
hopelessly confusing. 
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Road drivers are mostly paid on a mileage or trip basis. Drivers’ 
wage rates vary with different types, sizes, iad weights of trucks. 
They change with the distance traveled, the terrain covered, the road 
speeds, the climate, and so forth. 

The industry’s milage rates are further complicated by involved 
minimum guaranties establishing a floor for driver earnings well 
above the rate received if computed on a straight mileage basis. 

For example, regardless of the number of miles driven on “through 
runs,” there is a guaranteed 8 hours pay if that driver begins work. 
On so-called “turn-around runs,” the guar anties become qu ite involved. 
I again refer you to appendix D, page 2 

On subsequent runs, that is, two or more turn-around runs in the 
same day, the employee receives the established daily guaranty for 
the first run and additional graduated guaranties for al! runs there- 
after. These subsequent-run guaranties vary from a minimum of 6 

hours’ pay to a maximum of an additional 8 hours’ pay. 

So-called multiple-leg runs, the most remunerative of the estab- 
lished guaranties, gives the men one-half the appropriate mileage 
guaranty for each leg of the operation regardless of the number of 
legs driven. An excerpt from the central States agreement cover- 
ing these multiple-leg operations is also included in appendix D. 

On top of all of this, most road agreements provide a penalty for 
such things as: Breakdown, pickup and delive ry, layover, blockades 
snow time, scale time, and fuel and check time, in addition to loading 
and unloading. 

The impossibility of determining an hourly rate for overtime pur- 
oses can easily be seen by computing a fictitious hourly rate on the 
asis of the speed limits established in the area. For example, men 
driving single-axle units in any of 13 States receive, aside from their 
ous \ranties, a mileage rate of 7.7 cents a mile. Assuming speed limits 
of 20 miles an hour, their rate would be $1.54 an hour; at 30 miles per 
hour, their rate becomes $2.51; and at 40 miles per hour, they would 
be paid $3.08 an hour. That is their lowest wage rate. 

Senator Dove.as. This is an explanation of the high speed which 
trucks observe on the national highways. 

Mr. Miter. I might say, Senator, the States do an excellent 
in controlling road speeds of trucks, particularly. 

Any given driver might drive 2 different types of oqnipee nt w ith 

different mileage rates on runs involving at least 2 or 3 different dri 
ing speeds in the same day. And these might be through runs, turn- 
around runs, subsequent runs or multiple-leg runs. or combinations 

of them. 

Additionally, such contracts as the California long: iu le agreement 
provide a payment of penalty miles, that is, an additional increment 


i 


to the established mileage rates for trips over a speci ified number of 
miles, 

New England carriers pay their road employees under labor agree- 
ments on a trip-rate basis. Their pay hours for each trip were long 
go determined by formula. First 10 miles of a one-way trip, 1 hour; 
last 10 miles of one-way trip, 1 hour; with remaining distance at 1 
hour for each 20 miles. This mileage is computed in units of 10. But 
even these trip rates are not based on actual hours worked—a trip 


rate of 10 hours pay may be given for a trip of only 7 hours driving 
time. 


job 
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Senator Doveras. Are you alleging that New England is slow i: 
comparison with the rest of the country ? 

Mr. Mitier. Their road speeds, perhaps. 

I have just touched upon a few of the major guaranties existing 
today in the trucking industry road agreements, but I believe they 
well illustrate the involved method of deter mining the rate of pay 
and point up the impossibility of computing this pay on the basis of 
time and a half a nonexistent hourly rate after 40 hours of work. 

This complicated wage structure has been put into delicate balance 
over a period of years through free collective bargaining. It would 
be completely disrupted if Congress would remove the motor carrier 
exemption. 

Trucking is a highly unionized industry. Over 90 percent of the 
personnel in the exempt employee classifications are covered by col- 
lectively bargained labor agreements between the truck operators 
and the International Brotherhood of Teamsters or the International 
Association of Machinists. These labor organizations are among the 
five largest in the United States. They are known to be hard bar- 
gainers. To them can go much of the credit for the high pay of our 
industry’s employees. 

Since these unions are well organized, militant and powerful, the 
employees they represent do not need the protection of the Fair Labor 
Standards Act. It is obvious that where the labor agreements do 
not require overtime pay after 40 hours that the union has rec ognized 
the impossibility or impracticability of insisting upon it. It is equally 
obvious that it has demanded and obtained other considerations for 
those it represents to more than offset any return available through 
statutory overtime. 

Labor agreements, covering the vast majority of intercity employees, 
do not contain overtime pay provisions, but they do contain such bene- 
fits as high mileage rates, guaranteed trip rates and liberal layover al- 
lowances, and it is not uncommon for others to contain daily and 
weekly guaranties. 

It is conceivable that the alert teamsters union would forego over- 
time pay for its membership if it was to their advantage and if it was 
feasible for the industry to pay it? Experience indicates otherwise. 

Most of the employees under consideration here are covered by 
multiemployer labor agreements involving all trucking in a city, 
State, or area. One contract covers all road drivers in some 13 States. 
And they are, in the main, long-term agreements, effective for periods 
of from 3 to 6 years. 

They were not come by easily. Hard collective bargaining brought 
them about. In New England they resulted from a 6-week strike a 
year. And the 11 far western States were nearly paralyzed for 
weeks by strikes and lockouts in the process of bargaining in that area 
last year. 

In those circumstances where labor and management have found 
it possible and practical to apply overtime pay after 40 hours, they 
have done so only after consideration of many factors. Most impor- 
tant was the development of a formula for an orderly stepdown in 
weekly hours whereby employees, other than road drivers, would 
obtain a weekly guaranty to protect them from a reduction in pay 
and their employer would have some 3 years to adjust his operations. 

We are convinced that neither labor nor management would want 
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to renegotiate their long-term agreements for no real purpose except 
to engage in industrial strife. We do not believe that Congress would 
wish that to happen, either. The peaceful relations now enjoyed by 
labor and management in the trucking industry must not be jeopar- 
dized by elimination of the motor carrier exemption. 

We cannot see any beneficial purpose in removal of the exemption. 
It would only cause confusion, inconvenience, or hardship to em- 
ployees, employers, or the public. In fact, we believe that no one 
would gain by it. Perhaps a simple hypothetical situation will illus- 
trate the basis of our reasoning. 

We ask, “Who would gain by removing the considerably limited 
Motor Carrier Act exemption?” Surely not the employees—they 
could face a reduction in take-home pay. Surely not the trucking 
company—it could lose business to competing forms of transportation 
which are completely exempt from the Fair Labor Standards Act. 
Surely not the public—they could have higher shipping rates. We 
cannot see how anyone could gain from the elimination of the motor 
carrier exemption. 

In conclusion, we have briefly recited several fundamental bases 
for retention of the motor carrier exemption provided in section 13 
(b) (1) of the Fair Labor Standards Act and respectfully urge that 
your subcommittee recommend its continuance. 

Senator Dovetas. Thank you, Mr. Miller. 

The next witness is Mr. Henry B. Taylor, president of Taylor & 
Caldwell, Inc., of Walkerton, Va. 


STATEMENT OF HENRY B. TAYLOR, PRESIDENT, TAYLOR & 
CALDWELL, INC. 


Mr. Tayrtor. Mr. Chairman and gentlemen of the committee, my 
name is Henry P. Taylor: I aim president of Taylor & Caldwell, Inc., 
of Walkerton, Va. Our business is canning vegetables and farming. 
From the industry point of view, we are small. While officially I 
represent only our own small business, I feel I can make a useful con- 
tribution for two reasons: First, our business is a living example of 
the need for what I am going to ask you to do; and second, I feel sure 
I speak for many other small canners who operate under conditions 
similar to our own. 

In addition to other hazards peculiar to farming and the first 
processing of farm products, our business is vitally affected by weather 
conditions over which we have no control. In the early thirties, in 
addition to the depression, we had for several years a severe drought. 
From 1930 through 1933, due to depression and drought, we lost 40 
percent of our net worth. After the drought years ended and busi- 
ness conditions improved, we made back all we had lost and more 
besides. A major factor in our ability to do this was our freedom to 
make changes to meet changed conditions. 

By plowing back into our business all of our profits, our net worth 
in 1951 was about three times what it had been in 1930. But begin- 
ning in 1952 we had a recurrence of the drought cycle which lasted 
through July 1955, during which our crop yields were far below 
normal. In August 1955 two hurricanes dropped 14 inches of rain in 
less than a week which did us a great deal more damage. For the 4 
vears 1952-55, our books showed a loss of 60 percent of our net worth. 
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Actually, it was not that bad, as we were worth more than our books 
showed. We had bought most of our fixed assets—farmland, build- 
ings, canning and other machinery and equipment when values were 
much lower than they are now. These fixed assets were appraised in 
late 1954 at $355,827.50, but on our books, at cost less depreciation, 
they stood at only $237,147.82. So that our actual loss Pree the 
past 4 years approximated the 40 percent loss we made during the 
4 years 1930-33 percentagewise. 

Fortunately we have been in business for over 30 years and we have 
lived right both with those to whom we sell and with those from whom 
we buy and from whom we get credit, and in spite of the heavy losses 
and the increase in our indebtedness, we have been able to continue 
our aperienene Our comeback in the thirties has given us and our 
friends hope that we may be able to do the same thing again when the 
current unfavorable conditions end, as we hope they will do this year. 

In a way, we are like the pioneers who built this country. Like 
them, we live close to the raw forces of nature which are wholly be- 
yond human control. Drought, frost, and flood can destroy in almost 
an instant what it took months and years to create. To meet these 
disasters, we must have freedom to pull our belts tight, and to ask the 
people who work for us to do the same thing. These people do not 
have to work for us. We have lost some of them to better-paying jobs 
in the city, and some of these have come back to us. They work for us 
because they like us and because they want to, and because in Walker- 
ton we do not offer them unfavorable terms of employment. 

They know, as we do, that a business is like a man. It may waste 
away to skin and bones, but if it lives, it may recover completely. We 
did. Back in the early thirties the prices for our products were cut 
in half. To continue to exist it was necessary to cut costs. To do this 
we cut our wages in half, but at the same time Mr. Caldwell and I cut 
our salaries 60 percent. I borrowed money on my life insurance and 
bought stock in the company so it could pay some of its bills. Later I 
lost the life insurance. But we lived through it and we believe we can 
now. 

Right now, in addition to losses due to the weather, we have seen our 
prices remain stationary while our costs steadily advanced. When 
we get good weather and good crops, we believe we can handle the 
cost and price situation. But to recoup our losses and to pay off our 
indebtedness we need time and freedom to meet changed conditions 
with extra effort and resourcefulness. 

There are ways in which a business is like a living thing. Both 
consist of a physical structure coordinated by an inner control and 
capable of performing certain functions. Both can grow and both 
can die. Both can make internal changes to meet changing external 
conditions, if these external changes do not come too fast. But if the 
external changes come faster than the internal adjustments can be 
made, the business and the living organism die. 

Agriculture and the first processing of agricultural products lie so 
close to the raw, uncontrollable forces of nature that they cannot make 
these internal adjustments to changing conditions with the speed and 
certainty that is possible with much of industry. The 75th Congress, 
which enacted the Fair Labor Standards Act, knew these things that I 
am telling you, as you, too, must also know, and they provided an un- 
conditional exemption from its maximum hours and minimum wage 
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provisions for individuals employed in agriculture; and a conditional 
exemption—the area of production—from these provisions for ind) 
viduals employed by certain first processors of the products of agricul 
ture (sec. 13 (a) (6) and (10)). It also provided an exemption from 
maximum hours for certain periods for individuals employed by cei 
tain other processors of agricultural products (sec. 7 (b) (8) and (c)). 

I ask that these exemptions now provided in the act be left intact. 
I do not ask for handouts or subsidies, but only for the freedom to 
do for ourselves those things which free Americans have always been 
accustomed to do. 

Senator Doveras. Thank you very much, Mr. Taylor. 

The next witness is Mr. R. W. Thompson, of the Pennsylvania Re- 
tailers’ Association. 

Mr. Weams. Senator Douglas, my name is John E. Weams, and I 
am secretary of the Pennsylvania Retailers’ Association. Our state 
ment will be given by Mr. Thompson, one of our members. 

If I may have the privilege, I would like to sit here with Mr. 
Thompson. 


STATEMENT OF R. J. THOMPSON, PENNSYLVANIA RETAILERS’ 
ASSOCIATION 


Mr. Tuompson. My name is R. J. Thompson. I am again appear- 
ing before the Subcommittee on Labor as the representative of the 
Pennsylvania Retailers’ Association, the membership of which in- 
cludes individual stores and local retail organizations in 180 Pennsy]- 
vania cities and towns. 


As stated in my previous ees I am the operator of a small 


chain of 10 women’s and children’s ready-to-wear stores located in the 
city of York and in several small communities in York County and ad- 
joining counties. 

We were informed that the purpose of this hearing is primarily to 
supplement the testimony presented at the hearings last year on the 
subject of extending the coverage of the Fair Labor Standards Act, 
and likewise to bring any pertinent facts and figures up to the present 
date. 

Accordingly, we shall make only a brief restatement of the basic 
reasons for our continued opposition to any of the proposals now be- 
fore the subcommittee which have the purpose of narrowing or cur- 
tailing the exemptions for the local retail and service trades which are 
now found in the Fair Labor Standards Act. 

First, however, I wish to present some figures to the subcommittee 
which illustrate the effect that a $1 minimum hourly wage would have 
upon my own stores, and which I believe would likewise apply to 
many thousands of other smaller stores in Pennsylvania. 

Since my small company operates a total of 10 stores, we would 
automatically be brought under Federal coverage if the proposal to 
extend the law to all retail and service concerns with 5 or more 
branches should be adopted. Notwithstanding the fact that 6 of our 
10 stores do a volume of less than $80,000 annually, and our largest 
store does less than 3 times that figure, we would still be classified 
along with the large department stores and national chains as being a 
proper subject for Federal regulation. 
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On the other hand, many of the single stores with which we are in 
competition—and which do several times the volume of most of our 
branches—would be left unregulated, under the alternate proposal to 
extend the Federal law only to individual stores doing an annual 
volume of $500,000 or more. We consider this not only discrimina- 
tory upon its face, but also as showing the impracticability of using 
any kind of arbitrary measuring stick for the purpose of applying 
Federal regulation on one side of the dividing line and not on the other 
side. 

We have just made an analysis of our payroll costs and find that 
our total selling and nonselling payroll amounts to 12.5 percent of our 
sales. Incidentally, we also found that this ratio of payroll to sales 
has gradually increased from 8.5 percent in 1940, when we began 
business, to the 12.5 percent that is applicable today, or a total in- 
crease of nearly 50 percent in this single tee factor in the retailer's 
cost of doing business. 

Should we be compelled to pay a $1 minimum hourly wage, plus 
overtime at one and a half, and plus the adjustments that would have 
to be made for those employees who by virtue of seniority and greater 
productivity are entitled to a differential above the minimum rate, our 
payroll would be increased by approximately 21 percent. 

Perhaps in manufacturing or in other lines of employment, such 
an increase in payroll could “be absorbed without too much diffie ulty, 
through technological improvements and labor-saving devices. How- 
ever, in our trade, there are no short cuts that can be made, other than 
the limited possibility of introducing customer self-service, and even 
this could be done only at the expense of dismissing some of our em- 
ployees. This would be a great hardship upon them, since most of 
them are not adaptable to other types of employment. 

In order for us to maintain the present ratio of payroll-to-sales, an 
increase in our payroll of 20 percent under Federal law would have 
to be matched by an increase in our sales of the same percentage. This 
would be very agreeable to us, but the realities of the situation do not 
offer much encouragement. Competition in our field is most intense. 
One of our competitors may offer a loss leader on one item, which we 
must meet. Another competitor may offer a loss leader on another 
item, which we must meet. In short, our day-in-and-day-out competi- 
tion is so strong and comes from so many different sources that any 
attempt to raise our prices over competitive levels would come to grief. 

Actually, less and less of the consumer’s dollar is being spent in the 
retail apparel and accessories lines. According to the United States 
Census of Business reports covering retail sales in Pennsylvania, the 
consumer spent 8.3 percent of his purchasing dollar for such mer- 
chandise in 1948, but in 1954 the consumer spent only around 7 percent 
of his dollar for apparel and accessories. 

Not only is the consumer purchasing trend against us, as revealed 
by official census figures, but the competition is becoming keener be- 
tween the stores themselves. All of you are familiar with the current 
widespread growth of shopping centers. Likewise, you have doubt- 
less noticed the recent growth of trading stamps and other promo- 
tional devices to attract the shoppe 

I might add here that in New York at the present time we are try- 
ing to organize the downtown property owners and merchants so that 
we could ‘develop and promote downtown shopping centers as opposed 
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to a very large shopping center that has been established on the edge 
of the city. We are faced with a growing problem, of course, of 
traffic and other things downtown. And the shopping centers offer 
all these things free; and we are up against a real tough problem in 
that respect. 

All of these factors, taken in combination, simply mean that the 
retailer—in order to survive—must keep his prices on a competitive 
basis. He cannot arbitrary raise his prices in order to pay a Federal 
minimum wage. Therefore, the result will be that his operating mat 
gin will be squeezed to the point where he will have to give up in many 
cases. 

The extension of Federal regulation to the small retailer, directly 
or indirectly, is the one final step that would bring about complete 
regimentation of independent small business. As a small-business 
man, I am of course deeply concerned that Congress will understand 
the dangers of this situation, and that its ultimate and considered 
judgment will be that no action should be taken to enact legislation to 
hasten this undesirable result. 

This concludes the statement that I wished to m: ake with regard to 
my own situation. However, as the representative of the other mem- 
bers of our State association, all of whom will be affected directly or 
indirectly by the proposed extension of Federal control over retail 
wages, I now wish to read into the record a few paragraphs which 
cet forth the major reasons why our membership as a whole is strongly 
opposed to any legislative proposals which would in any way repeal 
or narrow the present exemptions for the local retail and 7 
trades, as follows: 

1. Retailing is local in character. A retailer’s operation is controlled 
by the conditions which prevail in his immediate locality, rather than 
by the conditions in another city or another section of the country 
where the economic and population characteristics may be entirely dif- 
ferent. This fact was recognized by Congress when the retail exemp- 
tions were provided in the law as or ‘iginally passed in 1938. The same 
justifications for these exemptions which applied then still exist today 
with equal force. 

») 


2. Federal regulation would disregard these basic local differences. 
A compulsory Federal uniform wage standard would have a very un- 
equal impact. What might appear to be a moderate minimum wage 
rate as measured by the prevailing rates in a high-cost locality would 
hs ave a very drastic effect in a low-cost locality. 

De Pending proposals to curtail retail exemptions are discriminatory. 
The proposition that has been advocated before these hearings by 
representatives of organized labor that Federal regulation of retail 
employment should be applied according to some arbitrary dividing 
line, such as the number of store units under a single management or 
the volume of business done, is discriminatory upon its face. This is 
particularly illustrated in my own case, as previously noted. 

4. The real effect of these proposals would be to bring all retail 
employment under the impact of Federal wage standards, Previous 
witnesses at these hearings have stated that they do not wish to im- 
pose the burden of a Federal minimum wage on smal] local businesses, 
such as corner grocery stores, smal] restaurants, and the like. This 
seems to imply that some kind of a dividing line can be drawn which 
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can have Federal regulation on one side without affecting the other 
side. 

In actual practice, any extension of Federal wage regulation to the 
main streets of the Nation—and even where only one store might be 
brought directly under Federal coverage—would have the inevitable 
result of placing the greatest burden upon the smaller retailer who, 
technically, would still be exempt. 

Ret ailers, large or small, independent or chain, exist side by side or 
across the street from each other. The small retailer would have 
to meet the “going wage” of the regulated stores in order to obtain 
competent help. Moreover, he would have to make wage adjustments 
all up the line to those of his employees who by virtue of seniority or 
merit are entitled to more than the minimum wage. Otherwise, his 
business would soon suffer because of lowered e mploy ee morale and the 
poorer quality of replacements as his more efficient employees leave for 
18 J in covered establishments, 

Increased retail costs, without increased productivity will be in- 
ictienaie. Retailing is a personal-service type of business in the 
main which prevents the adoption of labor-saving devices. Thus, as 
previously commented upon, it greatly differs from manufacturing in 
which wage increases can be offset to a considerable degree through 
tec puprogice improvements and manpower short-cuts. 

Faced with a drastic increase in his labor costs due to being brought 
directly or indirectly under the impact of Federal wage regulation, 
and because of the keen competition that exists in retailing, the aver- 
age store owner in order to survive would have to resort to such ex- 
pedients as putting his regular employees on a part-time basis or 
buying cheaper merchandise to sell at the same price as before. This 
would be the unhappy result—for the buying public, the retail em- 
ployee, and the retailer himself—of forcing an artificial and manda- 
tory wage structure upon the retailers along the main streets of the 
country. 

6. Retail employees are not being unfairly exploited by their em- 
ployers. Retail wages have gone up consistently within the past 
decade along with a “substantial reduction in the average workweek, 
which in itself is a form of yage increase since regular retail employees 
are paid on a salary basis. 

Retail employees receive a substantial increment to their wages in 
the form of discounts on store purchases. Also, employee “fringe” 
benefits, such as group insurance, hospitalization and surgical insur- 
ance, pension plans and the like, have been provided by retail employ- 
ers, often without contribution by the employees. 

Finally, retail employees have a great advantage in the regularity 
of their employment, without being subject to the layoffs that char- 
acterize dull periods in other lines of employment. 

7. Regulation of retail wages should be at the State level. The 
continued exemption of local retail and service trades employment 
under the Fair Labor Standards Act does not mean, of course, that 
such employment could not be subjected to wage regulation if the need 
for same is found to exist. Many State governments have already 
asserted this function, after giving due consideration to the local 
factors which should be taken into account in determining fair and 
reasonable standards. 





AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 343 


It is a reasonable analogy that if the State government has been 
found to be the proper authority for regulating other aspects of em- 
ployment—such as maximum working hours, safe and sanitary work- 
ing conditions, unemployment compensation, workmen’s compensa- 
tion, fair-employment practices, and the like—it is likewise the proper 
authority for the regulation of wages in local employment. 

We wish to thank the subcommittee for its consideration of this 
statement. 

I would be glad to answer any questions you might ask regarding 
the operating costs of the retail business today. 

Senator Doveitas. How many employees do you have, Mr. 
Thompson ? 

Mr. Tuompson. I have 40 full-time employees. And in connec- 
tion with that part-time employment situation, in the retail business, 
particularly our business, we employ a great many women who are 
married and who have families, who want to supplement their income 
because of their family situation, and cannot work full time. 

They would, of course, have to come under minimum wages if the 
act was changed. But there has been some indication, I think, in 
previous testimony that these part-time employees are not paid prop- 
erly and don’t earn a proper wage. Well, we couldn’t give them full- 
time employment, simply because they don’t desire it. And it so 
happens we can use them in the retail business on a part-time basis. 
So it is a mutual condition that won’t be changed. 

Senator Dovucias. Thank you very much. 

Mr. Weams. Thank you. 

Senator Doucias. The next witness is Mr. Max Rittenbaum, chair- 
man of the wage and hour committee, Sanitary Institute of America. 


STATEMENT OF MAX RITTENBAUM, WAGE AND HOUR COMMITTEE, 
SANITARY INSTITUTE OF AMERICA 


Mr. Rrrrensaum. Mr. Chairman, I am Max Rittenbaum, of Ritten- 
baum Bros., of Atlanta, Ga. 

[ represent the Sanitary Institute of America which is an associ- 
ation which is composed of 113 firms engaged in the laundering and 
processing and industrial wiping cloths which are members of our 
‘association. 

[ might say that although you stated this morning that this is for 
those who are opposed to extension of cover age, actually I am inter- 
ested for our association in extension of coverage. 

Senator Dovetas. That is very interesting. 

Mr. Rrrrennaum. So, I am afraid that some of the people here 
might not care for the testimony which I am going to present. 

Senator Doucias. We will give the opponents that much additional 
time. 

You testified last year? 

Mr. Rirrenpaum. Yes, sir. I testified last year. And I make ref- 
erence to that in this testimony. 

Honorable Chairman and committee members, I greatly appreciate 
your consideration in providing time to appear before you to pre- 
sent the position of the Sanitary Institute of America concerning 
possible amendments to coverage of the Fair Labor Standards Act. 


78155—56——23 
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I should like to make clear that the testimony I shall give reflects 
the views not only of my own firm, Rittenbaum Bros. of Atlanta, 
Ga., but also of 113 firms engaged in the Jaundering and processing of 
industrial wiping cloths who are members of the Santary Institute 
of America. 

The wiping cloths produced by these firms are sold both in intra- 
state commerce and in interstate commerce to trade, industry, and 
Government agencies. In addition to the 113 members of our asso- 
ciation 

Senator Dove.as. I notice that you had 112 last year. So, your 
association has added to its membership. 

Mr. Rirrenspaum. We are growing unfortunately not as good as 
we should. 

There are approximately 200 other firms engaged in the same ac- 
tivity which are not member of our association. Both association 
member and nonmembers, however, are governed by the provisions of 
sections 6 and 7 of the Fair Labor Standard Act. Each of these 
firms, therefore, must pay the minimum wage of $1 per hour and an 
additional 50 percent for hours in excess of 40 hours worked in any 
1 week, 

You may remember that the writer appeared before your committee 
on Wednesday, May 4, 1955, to present reasons why the special ex- 
emption from sections 6 and 7 of the act, granted to certain laundries, 
should be eliminated or amended. I referred specifically to the ex- 
— conferred by paragraph 154, section 13, Fair Labor Stand- 
ards Act, which provides exemption from sections 6 and 7 for 


laundries provided that “more than 50 percent of the establishment’s 


annual dollar volume of sales of such services is made within the 
State in which the establishment is located and provided that 75 
percent of such establishment’s annual dollar volume of sales of such 
services is made to customers who are not engaged in a mining, manu- 
facturing, transportation, or communications business.” A copy of 
my statement formerly presented to your committee, outlining the 

osition of the Sanitary Institute of America and the wiping-cloth 
industry, will be found on pages 1098-1101 of part 2 of the hearings 
before your subcommittee. Dar of that statement has also been 
appended to the copies of my present testimony which has been sent 
to the staff director of your committee. 

Although to date no action has been taken by Congress to eliminate 
this exemption or to increase coverage of employees under the Act, 
it is my understanding that the function of this committee is to 
consider the matter of increased coverage. I quote the following from 
President Eisenhower’s state of the Uion message delivered to Con- 
gress on January 6, 1955: 

First, in the past 5 years we have had economic growth which will support 
an increase in the Federal minimum wage. In the light of present economic 
conditions, I recommend its increase to 90 cents an hour. I also recommend that 
many others, at present excluded, be given the protection of a minimum wage. 

From this statement, it appears that the matter of increased cov- 
erage will receive support from the President. 

I am sure you will agree that the present exemption granted to those 
laundries as defined in paragraph 154, section 13, creates a serious 
economic hardship for wiping-cloth laundries which are, without ex- 
ception, subject to the present $1 minimum wage. This handicap has 
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been substantially increased because of the increase in the minimum 
wage which became effective March 1, 1956. Whereas, before March 
1, wiping-cloth laundries were compelled by law to pay 75 cents per 
hour while their exempt competitors were paying as little as 50 cents 
per hour, at the present time wiping-cloth firms are compelled to pay 
+1 per hour while in certain areas the exempt laundries may still em- 
ploy labor at 50 cents per hour. With such a wage differential, it 
is not surprising that many laundries take considerable pains to limit 
their sales of services to 75 percent to firms not engaged in mining, 
inanufacturing, transportation, or communication so that they may 
have the privilege of still doing 25 percent to firms who are engaged 
in these 4 activities. 

I might inject here, Senator, that something which 1 don’t have 
in my statement. That you will oftentimes find laundries will estab- 
lish 3 and 4 firms under different names so that they will be sure to 
come under this exemption of not engaging in more than 50 percent of 
their business in interstate and industrial business. 

In the South particularly, certain laundries doing industrial wash- 
ing, are branches of huge family laundries which do a total annual 
volume of business of $1 million or more. Certain of these laundries 
set up a separate sales corporation to handle their sale of products 
or services to industrial customers. Such a laundry, doing a total 
annual volume of $1 million may sell as much as $250,000 worth of 
its products or services to businesses engaged in mining, manufac- 
turing, transportation, or communications, and still legally be exempt 
from the minimum wage and overtime provisions of the Fair Labor 
Standards Act. Wiping-cloth laundries, all of whom are covered by 
the minimum wage and overtime provisions of the act, simply can- 
not meet such competition. 

In addition to family laundries and linen supple services who have 
for years taken advantage of this loophole in the law to undersell 
our industry, numerous diaper laundries have recently seized this 
opportunity to branch out into the processing of wiping cloths or 
towels, thus further encroaching on markets formerly held by wiping- 
cloth laundries. 

And, I might state here, that I was told just before I made this 
trip that the diaper association is now encouraging every one of their 
members to go into the processing of wiping towels, and informing 
them that they will be exempt from the Fair Labor Standards Act. 

So, we have got further competition on our hands. 

They have been able to undersell wiping-cloth processors for the 
sole reason that they have a legally protected privilege to pay wages 
less than those paid by wiping-cloth processors. The manifest in- 
justice of this situation is, I am sure, apparent to your committee. 

Please notice the reproduction of the attached columns from the 
classified section of the Atlanta, Ga., phone book. As an example, the 
Atlanta Industrial Service is listed as having the same address as the 
Atlanta Tidy Di-Dee Diaper Service. 

If you want to see this a little more clearly, I have torn out some 
pages of some old phone books. 

Gulf Overall Service is exempt because it rents overalls. It might 
e noted that many of the overall rental services, secure an exemp- 
tion from the provisions of the Fair Labor Standards Act, because 
they charge the rental to individuals in an interstate plant. This 
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charge is made to individuals, even though the plant itself is actually 
paying for the service. The Independent Towel & Linen Service is 
exempt because of its linen rental service. Southern Industrial Rental 
Service is a firm owned by a family laundry that has recently gone 
into the rental service. 

Since Prep aring this statement I understand there is now an addi- 
tional family laundry, the Crystal Laundry which has gone into 
this rental service. 

When the $1 minimum went into effect, our firm had to raise its 
selling prices to offset increased labor costs. This, despite the fact 
that we installed practically every type of modern equipment avail- 
able to our industry. Our increased costs made us “sitting ducks,” 
for these rental services. With their lower cost, these rental services 
have hurt so badly that we have had to discharge approximately 25 
percent of our labor force. 

Senator Douctas. Has that been the general experience over the 
country ¢ 

Mr. Rirrensaum. Yes, sir. This would be repeated throughout the 
country, Senator. Certainly our industry is entitled to relief from 
this unfair type of competition created by this exemption. Unless 
some relief is granted, there will be many members of our industry 
who will not be able to survive. Economically, this will affect not 
only these plants but also a vast labor force employ ed in these plants. 

I recognize the difficulty of drafting a law which is 100 percent 
equitable. I realize also that the courts will not uphold a Wage and 
Hour Act which attempts to regulate intrastate commerce. There is 
no doubt in my mind, however, that the laundering or processing of 
wiping cloths or industrial towels is an activ ity closely related and 
directly essential to the production of goods for interstate commerce. 
The employees producing these commodities, therefore, are entitled 
to coverage under sections 6 and 7 of the act. I might say this paren- 
thetically, Senator Goldwater, in corresponding with me mentioned 
the fact that he wanted to protect States rights. I come from a sec- 
tion of the country that is very definitely interested in States rights, 
right now. 

‘But I might say that we are not concerned with the protection of 
States rights or anything, but only in trying to get fair competition 
in this instance. And I think that it is not—I think that that is very 
clear. 

At the conclusion of my testimony before your committee on May 4, 
1955, you suggested that I transmit to you in writing specific langu: ge 
which would amend paragraph 154 so as to eliminate the pr esent in- 
equity and so that it would conform to American principles of fair 
play. On May 31, 1955, I wrote you suggesting the following lan- 
guage: 

Laundries or linen supply companies who supply materials for wiping and 
cleaning purposes to customers engaged in mining, manufacturing, transpor- 
tation, or communication business shall be considered engaged in interstate 
commerce ; provided that 10 percent of the total sales volume in rags and wipits- 
cloth services, furnished for mining, manufacturing,, transportation, and com- 
munication business, or employees of such firms engaged in interstate commerce. 

If the above language were adopted, you will note, those laundries 
now exempt would be limited in their sales of w iping cloths to firms 
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enagaged in mining, manufacturing, transportation, or communi- 
cation to 10 percent of their sales as opposed to a maximum of 25 per- 
cent under the present act. 

In the interest of simplification, I should now like to propose that 
instead of the above language, you consider merely changing the pres 
ent paragraph 154 by inserting “90 percent” instead of “75 percent.” 
‘The pertinent language would then read as follows: 
more than 50 percent of the establishment’s annual dollar volume of sales of 
such services is made within the State in which the establishment is located and 
provided that 90 percent of such establishment's annual dollar volume of sales 
of such services is made to customers who are not engaged in a mining, manu- 
facturing, transportation, or communications business. 


If this amendment is adopted, it will still permit certain laundries 
to sell wiping cloths or towel services up to 10 percent of their total 
volume without being subject to the $1 minimum wage. This amend 
ment is admittedly not a perfect answer but a compromise. As an 

alternative amendment which the w iping cloth industry would greatly 
prefer if there is any possibility of securing its passage, would be the 
following language as an addition to paragraph 154, section 13 (3) : 


Provided further, That no laundry shall be exempt from sections 6 and 7 if 
any of its sales or services consist of sales of industrial wiping materials to 
firms engaged in mining, manufacturing, transportation, or communications 
business. 

As stated during my former appearance before your committee, my 
prime concern is the elimination of the unfair exemption now granted 
tomany laundries with which we must compete. 

We don’t care to eliminate the exemption for the average family 
airy We do want to eliminate the exemption for the laundry 
which will compete against our industry. 

Although the changes outlined above are recommended, any other 
language hs aving the same effect will equally meet with our approval. 

Senator Dovetas. Thank you very much. 

Mr. Rrrrexnaum. Thank you for the opportunity of having ap 
peared. 

Senator Doveras. The final witness this morning is Mr. Julian 
Caplan, of the National Retail Furniture Association. 

Mr. Cartan. Mr. Chairman, Iam Julian Caplan. Iam the director 
of the Washington office of the National Retail Furniture Association. 
We represent some 9,500 furniture stores scattered throughout all the 
States and in the District of Columbia. 

It is a pleasure to be in a position this morning of reciprocating 
some of the fine courtesies that the chairman and his fine staff have 
shown to us in the past, both in arranging for time to appear at our 
convenience, and otherwise. 

[ am happy to say in the interest of conserving time that with the 
permission of the chairman, I would like to submit our statement and 
ask that it be printed in the record. These are supplemental views and 
arguments to those presented last year to this subcommittee. 

Senator Doveras. Thank you very much. Both the statement of 
last year and the statement of this year will be studied very carefully. 
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STATEMENT OF JULIAN CAPLAN, DIRECTOR, WASHINGTON OFFICE, 
NATIONAL RETAIL FURNITURE ASSOCIATION 


Mr. Cartan. The National Retail Furniture Association continues 
to oppose any extension of Federal wage-hour coverage in our pre- 
vious appearance before this subcommittee and for further reasons 
stated herein. 

Since the National Retail Furniture Association appeared before 
this subcommittee a year ago, the Federal minimum wage for covered 
industries has been increased from 75 cents to $1. This increased 
minimum became effective March 1, 1956. Hence, there has been only 
a very limited time in which to observe the effects of this increase on 
important elements of the overall economic picture. However, it has 
already become clear that the increased Federal minimum wage has 
pushed prices upward. In the retail furniture business this effect has 
been readily discernible, especially in the case of wood furniture. This 
effect can be traced directly to a peculiarly localized situation in some 
of the hardwood-producing States where a great deal of casual labor 
has historically been used. 

It remains yet to be seen how significant will be the total effect of 
the increased Federal minimum wage on the real purchasing power of 
American consumers. The sensitivity of the American economy to 
stimuli which cause further price increases has been rapidly demon- 
strated in recent years. During the current tautness of the economy, 
with demand in many basic raw materials and commodities threaten- 
ing to este supply, and with the money market extremely tight, 
it is of compelling importance to question the wisdom of further moves 
which ie wreak major disruption in the sensitive rhythm of our 
high-level economic activity. 

“Inflationary” is the label most commonly affixed to such moves. 
In the truest sense events which cause upward price movements at this 
crucial juncture in our economic history are clearly inflationary. This 
applies to any move in the direction of expanding the coverage of the 
Fair Labor Standards Act at this time, where or not the move is 
limited to bringing under coverage a relatively small number of very 
large firms employing substantial numbers of personnel. Exempt 
employers would immediately feel the pressure of such coverage in 
their towns. 

More basically, and all considerations of transitory economic con- 
ditions notwithstanding, the National Retail Furniture Association 
opposes the broadening of coverage to bring under the Fair Labor 
Standards Act employees of retail firms not presently covered. This 
is not a question of seeking to perpetuate any substandard conditions 
of employment that might prevail in the retail industry. We are liv- 
ing in an age of enlightened personnel relations, and the employer 
who does not pursue progressive personnel programs attracts less 
productive personnel and is himself the loser. 

Wages in the retail furniture business are generally well above 
State and Federal minimum. The opposition of the National Retail 
Furniture Association to Federal minimum wage and overtime pay 
requirements continues to be based on the principle that such Federal 
preemption is wrong in a field which has historically been and con- 
tinues to be peculiarly local by the very essence of the functions re- 
tailers perform for consumers. We sincerely believe that it was never 
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intended that the Constitution be so tortured to extend the powers 
delegated to the Central Government. 

There are certain areas of doubt in the present coverage picture 
which have arisen as a result of the complex nature of the critical 

questions of coverage and exemption. In the retail furniture field it is 

illogical and discriminatory to contend, as does the Wage-Hour 
Divielon under present policy, that certain employees in the ware- 
house or office of one firm are covered because they serve more than one 
exempt retail store unit (establishment), while the employees of 
firm of comparable size or larger are all exempt if the latter firm has 
only one retail store. 

Last year NRFA called this problem to the attention of this sub- 
committee and urged that the coverage question be resolved so as to 
eliminate this anomaly. We again urge that this problem and similar 
problems encountered by ret tailers who happen to be located near the 
borders of two or more States, be resolved on the basis of equitable 
treatment extending the exemption to all personnel of retail firms in 
such situations. 

Finally, we submit that this is not a moral question. In connection 
with wages paid in the retail and service industries, there are questions 
of economics and sociology involving the employment of millions of 
persons. These questions can be related directly to the productivity 
of the individual, and the point at which Government fiat precludes 
the employment of marginal personnel. 

Also a part of this picture is the vast training ground for thousands 
of young Americans who have never previously had any business expe- 
rience or contact with the business world. The lower paid jobs ob- 

viously are in thousands of cases stepping stones to higher attainment 
in the business and professional world. As such, these stepping stones 
must continue to be open to young America; they will remain open 
only so long as it remains economically feasible for employers to 
absorb the young and inexperienced, as well as the aged, physically 
handicapped, and other marginal types of employees. 

This measure of flexibility, freedom, and self-determination must be 
preserved for local enterprise. Federally imposed rigidity can wreak 
damaging consequences for local small ‘business and the millions of 
persons it now gainfully employs. 

Senator Doveras. That concludes the witnesses for this morning. 

The next meeting of the committee will be on Friday at 10 o'clock. 

(Thereupon at 11:40 a.m. the committee adjourned.) 
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THURSDAY, MAY 18, 1956 


Unirep States SENATE, 
CoMMITTEE ON LABOR AND Pusiic WELFARE, 
SUBCOMMITTEE ON LABOR, 
Washington, D. C. 


The subcommittee met, pursuant to call, at 10 a. m. in room P-63, the 
Capitol, Washington, D. C., Senator Paul H. Douglas (chairman of 
the subcommittee) presiding. 

Present: Senators Douglas and Goldwater. 

Also present: Stewart E. McClure, staff director; John S. For- 
sythe, general council; Michael J. Bernstein, minority staff director. 

Senator Doveias. The committee will come to order. 

I will call as our first witness Mr. Rowland F. Kirk, manager- 
counsel of the National Automobile Dealers Association. 


STATEMENT OF ROWLAND F. KIRK, MANAGER-COUNSEL, NATIONAL 
AUTOMOBILE DEALERS ASSOCIATION 


Mr. Kies. Mr. Chairman, we would request the privilege of filing 
our statement with the committee, if that is agreeable, sir, rather than 
reading it. 

Senator Dovetas. It will be printed in the record. 

Mr. Kirk. I appreciate that very much, Senator. 

(The statement reads as follows:) 


STATEMENT PRESENTED BY THE NATIONAL AUTOMOBILE DEALERS ASSOCIATION 
SUMMARY 


The National Automobile Dealers Association, representing more that 28,000 
franchised new car and new truck dealers opposes any proposals to extend 
minimum wage laws under the Fair Labor Standards Act of 1938 (Public Law 
718, 75th Cong.), which are designed to limit and diminish the existing retail or 
service establishment exemption, for the following reasons: 

1. Limitations imposed by these proposals would have the effect of dis- 
criminating between competing automobile dealers. 

2. Similar discriminations between dealers and competitive retail and 
service establishments would result. 

3. The Fair Labor Standards Act never was intended to apply to a local 
automobile dealer. 

4. The nature of a dealer’s business makes it impracticable for him to 
comply with the requirements of the law. 

5. The term “affecting commerce” used in these proposals is too vague 
to enable the average dealer to determine whether he comes within the 
coverage of the law. 

NADA resectfully requests that the subcommittee : 

1. Preserve the retail and service establishment exemption now contained 
in the Fair Labor Standards Act in its present form. 
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2. To reserve to the several States any regulation of the wages and hours 
to be observed in local retail and service establishments. 

Mr. Chairman, my name is Frederick J. Bell. I am executive vice president 
of the National Automobile Dealers Association. I wish to thank the commit- 
tee for the opportunity to appear and express our views with respect to the 
pending legislation under consideration by your committee. At the outset may 
.I say the position presented to you today is the same as that presented to this 
committee in May of last year when this same subject was under consideration 
by this committee. Our position is unchanged and we sincerely trust that the 
law will remain unchanged. 

The association's membership comprises approximately 28,000 new car and 
new truck retail dealers, engaged in selling goods and services in their respective 
communities to local consumers. This membership extends into every State 
and congressional district in the United States and comprises approximately 
70 percent of the total number of franchised dealers in the country. 

Our appearance here today is pursuant to action of the Board of Directors 
and the general membership of the association, taken at our annual meeting 
in Washington in January of this year. 

. The association is opposed to any change in the present law which would 
extend coverage of the Fair Labor Standards Act to retail automobile dealers 
doing a gross annual dollar volume business in excess of $500,000. 

Traditionally, NADA has opposed legislation which would limit or diminish 
the existing retail and service establishment exemption and extend Federal 
wage-and-hour coverage to franchised automobile and truck dealers. We have 
taken this position because such limitation or extension of coverage would create 
unjust discriminations and impose inequities and unreasonable hardships on 
those dealers who would be covered. We are here today to reaffirm and re- 
assert that position. 

The overwhelming majority of retail automobile dealers are local small-business 
men. 

The typical franchised automobile dealer engages in the following activities: 

(a) He sells new motor vehicles, as well as used vehicles which are accepted 
in trade, and parts, tires, batteries, and accessories. Today the ratio of used 
vehicle sales to new vehicle sales is approximately 2 to 1; 

(b) He engages in repairing automobiles, trucks, and farm tractors; and 

(c) He services motor vehicles and in this connection operates a gasoline 
filling station and grease and wash racks. 

Practically all of the retail dealer's customers are ultimate consumers in his 
community. These customers are both private and business users of motor 
vehicles. 

The principal work force of an automobile dealer is composed generally of 
salesmen, repair mechanics, servicemen and clerical workers. 

The typical retail automobile dealer does not come under the present law 
by virtue of the retail and service establishment exemption. The present legis- 
lative proposal, however, would extend the coverage to dealers with a gross 
annual business in excess of $500,000. Such extension of coverage would have 
discriminatory effects. These proposals would place some dealers under the 
wage-and-hour standards of the law and exempt others, notwithstanding the 
fact that exempt and nonexempt dealers may be located in the same community, 
be in keen competition with each other, use the same type of labor, and employ 
pay practices which are similar if not identical. 

Our records show that more than 19 percent of the dealers of the country 
would be subject to the minimum wage and overtime requirements of the law 
if the proposed legislation is enacted. Most of these are dealers who sell the 
‘more popular lines of automobiles because they have the largest dollar volume 
of business. This would mean that mechanics, servicemen, and other employees 
of such dealers would come under the coverage of the law, while the same classi- 
fication of employees of dealers in other lines of cars, who have a lower volume 
of business, would not come under the law’s coverage. Hourly earnings and 
pay rates of automobile mechanics, servicemen, etc., are substantially the same 
‘in a particular locality, irrespective of the size of the dealer’s establishment 
where the mechanics or servicemen may work. Hence, the unfairness of a 
$500,000 classification as applied to automobile dealers is immediately apparent. 
There is no justification for discriminating between competing automobile 
dealers whose employees perform identical services and are compensated on 
substantially the same basis. 
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Moreover, in operating repair shops and service stations, automobile dealers 
are also in direct competition with independent garages and filling stations which 
do not sell motor vehicles, and most of whom would be exempt. Because the 
dealer is selling a high unit cost product he may be made subject to the act not 
withstanding that he has only a few employees and a small place of business. 
On the other hand, other retail and service establishments having larger places of 
business and more employees would be exempt because they seil low unit cost 
products. 

Because of the nature of the services which the automobile dealer renders in 
most communities, he is required to offer such services to the public curing 
6 days of the week. These services are an indispensable part of local transporta 
tion, and the local community is vitally dependent upon them. 

It would be virtually impossible to limit the work of the dealer’s employees 
to 40 hours per week, as contemplated by the objectives of the law. Most dealers’ 
establishments are too small to introduce a shift system of employment. Hence, 
most dealers would have to pay overtime penalties on a regular basis. ‘Today, 
the average dealer cannot afford to absorb additional financial burdens. 

The foregoing is true, whether the individual dealer does an annual volume 
of business of over or under $500,000. The $500,000 limitation, therefore, is 
irrelevant to the question of whether the automobile dealer should be exempt 
from the law. 

Furthermore, the application of the overtime provisions to employees of the 
automobile dealer would be extremely burdensome because of the difficulty 

f computing overtime pay for the automobile mechanic who in many communities 
receives a guaranteed minimum rate, plus a piece rate, plus incentive bonuses 
This difficulty was clearly demonstrated in our industry during the period prior 
to the 1949 amendments, when many dealers were regarded by the Department 
of Labor as covered by the law. During this period, many dealers made an 
attempt to comply with the law, but found that their attorneys and accountants 
were unable to advise them definitely as to how overtime should be computed. 

It will be virtually impossible for any dealer to determine in the first instance 
whether he comes within the increased coverage provided for in the pending 
proposals. This is so because the proposed increased coverage would extend only 
to employees of an employer who is engaged in an activity “affecting commerce.” 
There is no more illusive concept in the law than the concept “affecting com- 
merce.” Nor is the term in any way clarified by the definitions which appear 
in the proposed legislation. 

Penalties for violation of the Fair Labor Standards Act are very severe, since 
they provide for retroactive double liability plus attorney’s fees and criminal 
punishment. An employer who is to be made subject to the act should be apprised 
of that fact in clear and unambiguous terms. To impose upon him the im- 
possible task of determining whether his business is one “affecting commerce” 
is to fail to inform him of his responsibilities and punish him for violations of 
which he is unaware. 

As heretofore pointed out the retail automobile dealer is a local businessman 
and we oppose the extension of the act to him because of the local character of 
the business he operates. The law as originally written was intended to exempt 
him. Ags President Roosevelt stated in proposing minimum-wage legislation to 
Congress in 1937: “there are many purely local pursuits and services which no 
Federal legislation can effectively cover.” 

Then Senator Black (now Mr. Justice Black), the sponsor of the legislation 
in the Senate, expressed the same view when he said: “businesses of a purely 
local type which serve a particular local community, and which do not send their 
products into the streams of interstate commerce, can be better regulated by the 
laws of the communities and of the States in which the business units operate.” 

The franchised automobile and truck dealers’ establishments are typical of 
the local businesses referred to in these quotations. The dealer is required 
to adjust himself to the demands of his community, whether it be agricultural, 
mining, or industrial and regardless of its size. In selling and servicing cars he is 
furnishing essential transportation services in his local community. He does 
hot compete with dealers in other States or usually even with dealers in other 
communities in the same State. He competes with dealers in his hometown. 

Conditions vary greatly from community to community. Local working con- 
ditions cannot be made uniform by a single national standard. Therefore, the 
impact of the proposal to extend the law to retail automobile dealers would vary 
greatly between different communities. If the wages and hours of retail auto- 
mobile dealers are to be regulated, it should be done by the States which are in 
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the best position to evaluate the varying conditions prevailing in the different 
communities, 

For the foregoing reasons the National Automobile Dealers Association vigor- 
ously opposes the enactment of any proposal which would extend the coverage 
of the present law and respectfully urges that the retail and service establish. 
ment exemption in the Fair Labor Standards Act be preserved in its Present form. 

Senator Doveias. The next witness is Mr. Charles H. Tower, man- 
ager of the employer-employee relations department, National Asso- 
ciation Radio & Television Broadcasting. 

Mr. Tower, I am very glad to see you. 

Mr. Tower. With your permission, sir, I will have my two assistants 
sit with me. 

Senator Dovenas. Yes, sir. 


STATEMENT OF CHARLES H. TOWER, MANAGER, EMPLOYER-EM- 
PLOYEE RELATIONS DEPARTMENT, NATIONAL ASSOCIATION OF 
RADIO & TELEVISION BROADCASTERS; ACCOMPANIED BY JAMES 
HULBERT, ASSISTANT MANAGER, AND HAROLD ROSS, ECONOMIST 


Mr. Tower. For the record, my name is Charles H. Tower. I am 
manager of the employer-employee relations department of the Na- 
tional Association of Radio & Television Broadcasters. 

I have here with me this morning Mr. James Hulbert, assistant to 
the manager of the same department, the same organization, and Mr, 
Harold Ross, economist with our department in the association. 

The association is the major trade association in the broadcasting 


field and represents stations and networks in the radio and television 
industry throughout the United States. 

Senator, in the few minutes allotted to us we would like to talk a lit- 
tle bit about a different approach to this problem insofar as broad- 
casters are concerned. The time we have allotted is perhaps not ade- 
quate to give a full presentation, and therefore we have prepared a 
written statement which I would like to insert, with your permission, 
into the record and then make a few oral remarks which will, in some 
degree, supplement and summarize that statement. 

Senator Doveras. That will be done. 

(The statement reads as follows :) 


STATEMENT BY THE NATIONAL ASSOCIATION OF RApIo & TELEVISION BROADCASTERS 


My name is Charles H. Tower. I am manager of the employer-employee rela- 
tions department of the National Association of Radio & Television Broad- 
easters. The association represents radio and television stations and networks 
thronzhout the United States. Present membership includes 1,335 AM stations, 
335 FM stations, 307 television stations, 4 national radio networks and 3 national 
television networks. 

I. STATEMENT OF POSITION 


The National Association of Radio & Television Broadcasters urges an 
amendment to the Fair Labor Standards Act which will exempt from the over- 
time requirements of the act the employees of small-market radio and television 
stations, that is, those radio and television stations that are assigned to operate 
in markets of less than 50,000 population which are not included in a standard 
metropolitan county area. We are not requesting exemption from the minimum 
wage requirement of the act. The effect of the proposed amendment will be to 
give much-needed relief to small-market stations from the technical requirements 
of the overtime provisions of the act. 





AMENDING THE FAIR LABOR STANDARDS ACT 


Il, SUMMARY OF THE ARGUMENT 


Small-market broadcasters should be exempt from the overtime provisions of 
the act for the following reasons: 

1. Small-market broadcasters, because of the size and nature of their business, 
have had difficult and continuing problems in complying with the technical re- 
quirements of the overtime provisions of the act. 

2. Factors peculiar to broadcasting making for the difficult adjustment to over- 
time requirements are a long broadcast day, 7 day per week operating schedule, 
smal! stall, integration of job function, unusual compensation plans and creative 
work 

Most comparable businesses in the same economic environment are not now 
covered by either the overtime or the minimum wage provisions of the law. 
Moreover, these businesses are more readily adjusted to the overtime require- 
ments of the act than is the typical broadcasting station. 

j. Convress clearly intended to exclude from the coverage of the act local 
businesses which did not produce goods or services which flowed into the stream 
of commerce. In short, Congress intended to generally exclude local product 
market industries. Specitically excluded are certain catecories of newspapers, 
some of which are directly competitive with small-market radio and television 
stations. 

5. Small-market broadcasters are, from an economic point of view, engaged 

a local product market business and thus have a right to expect treatment 
ar to that accorded comparable business establishments. 

6. The overtime provisions of the act were designed to spread employment 

at a time when unemployment was a major problem. Whatever was the value 

en approach to the problem of unemployment in 1937, the overwhelm- 

ajority of economists today would recommend a broader fiscal approach 

‘than a narrow scheme like overtime penalties. Furthermore, spreading 
: is just not applicable to today’s economic environment. 

7. The use of market size as 1 formula for drawing a coverage line meets the 
following criteria: 

(a) conforms to the practical requirements of small-station operation; 

(0) conforms to the theory that market size is the most significant deter- 
minant of the level and structure of revenues and operating costs in local 
product market industries; and 

(¢) involves the use of a yardstick which will place all stations within 

a market on the same competitive basis insofar as wace-hour regulations are 

concerned. 

A market-size yardstick is used by several States in handling wage-hour 
problems. 

. It is estimated that the proposal would affect the wage-hour status of only 
15,000 employees. It is not anticipated that the proposed change in wave-hour 
status would have significant effects on either employment or compensation 
levels, 

9. No request is made to exempt small-market broadcasters from the minimum 
wage provisions of the act because, even at the small-market level, broadcasting 
wages are well in excess of the minimum wage, as is shown by tables 1 and 2 
in the appendix. Aithough we have little documentation, we would further sub- 
mit that broadcast wages compare favorably with those for comparably skilled 
jobs in other industries located in small markets. 


) 


ho 
ili 


III. THE COVERAGE OF THE FAIR LABOR STANDARDS ACT 


1. It is clear from the legislative history that Congress intended to limit the 
coverage of the act to employees whose activities directly involved interstate 
commerce and to exclude a wide variety of local business establishments 

By its terms, the act is made generally applicable to employees of employers 
who are engaged in commerce or in the production of goods for commerce. Thus, 
Within a single plant, employees producing goods for interstate shipment will 
be covered, while those producing goods for intrastate distribution will be ex- 
cluded. The Wage-Hour Division has in the past taken the view that radio and 
television stations are “engaged in commerce” as that term is used in the act, 
rather than in the production of goods for commerce. This opinion has never 
received full judicial consideration. 

The Supreme Court of the United States in United States v. Darby Inamber Co. 
(312 U. S. 100 (1941) ), described, in the words of Mr. Justice Stone, the coverage 
objective of the act as follows: 
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“Its purpose, as we judicially know from the declaration of policy in section 
2 (a) of the act, and the reports of congressional committees proposing the leg 
islation (S. Rept. No. 884, 75th Cong., Ist sess.; H. Rept. No. 1452, 75th Cong., 
ist sess.; H. Rept. No. 2182, 75th Cong., 3d sess., conference report, H. Rept. No 
2738, 75th Cong. 3d sess.) is to exclude from interstate commerce goods produced 
for the commerce and to prevent their production for interstate commerce, under 
conditions detrimental to the maintenance of the minimum standards of living 
necessary for health and general well-being; and to prevent the use of interstate 
commerce as the means of competition in the distribution of goods so produced, 
and as the means of spreading and perpetuating such substandard labor condi- 
tions among the workers of the several States.” 

Congress deliberately refused to extend the coverage of the act to those en- 
gaged in activities affecting commerce, Mabee v. White Plains Publishing Co., 
Inc. (327 U. 8. 178 (1946) ). 

Specifically excluded from the coverage of the act are a variety of industries, 
parts of industriés and particular classifications of employees. Among them are 
most local product market industries such as those in retail and service fields, 
Particularly significant for small-market broadcasters is an exemption relating 
to weekly, semiweekly, and daily newspapers with circulations of less than 4,000 
“the major part of which circulation is within the county where printed and 
published or counties contiguous thereto.”” Many small-market stations are 
directly competitive with some of these small newspapers which are not subject 
to the act. 


2. From an economic point of view, small-market broadcasters are similar to the 


local product market industries generally excluded from the coverage of the act— 
a fact which will be documented in detail in the following sections of this 
statement 

38. The exemption of small-market radio and television stations from only the 
overtime provisions of the act will in no way contradict the basic purposes of 
the law 

The overtime provisions of the act were designed by Congress as a means of 
spreading employment. 

In his message to Congress of May 24, 1937, President Franklin Roosevelt said: 

‘Reasonable and flexible use of the long-established right of Government to set 
and to change working hours, can, I hope, decrease unemployment in those groups 
in which unemployment today principally exists.” 

Senator Hugo Black described the overtime section of the Black-Connery Dill 
on June 7, 1937, in the following language: 

“By shortening hours it (S. 2475) will create new jobs in the unskilled cate- 
gories for millions of our unskilled unemployed.” 

In one of the leading overtime cases, Missel v. Overnight Motor Transport Co. 
(126 F. 2d $8), the Fourth Circuit Court of Appeals observed that: 

“One of the impelling forces behind the act is the effort to promote economic 
stability through increased purchasing power. These purposes of the act are 
accomplished because the overtime provisions of the act, requiring employers to 
pay an extra bonus or penalty for such work, distinctly tend to discourage over- 
time. This is on the theory that the overtime rate established by the act will 
be sufficiently expensive to compel employment of new men, and that employers 
rather than pay overtime will spread employment.” 

It is doubtful that many reputable economists today would suggest overtime 
penalty requirements as providing a useful means of achieving the objective of 
increasing purchasing power by spreading employment. It is interesting to note 
that the economic climate since the end of World War IT bears little resemblance 
to the climate that faced Congress in 1937-38. Spreading the work has not in 
the more recent period been a critical problem in industry generally. Certainly 
it is not a critical problem in terms of the employment potential of the small- 
market broadcasters who would be affected by the proposed exemption. 


IV. THE ECONOMIC STRUCTURE OF BROADCASTING 


1, The number of radio and television stations has increased tremendously during 
the past 10 years until now they are found just about everywhere in the 
United States 

Since 1946 the number of radio stations has tripled, while during the same 
period the number of television stations has increased by 75 times. New radio 
and television stations are coming on the air almost every week. 
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As of April 1, 1956, there were 2,858 standard broadcast, or AM stations on 
the air, and 462 television stations. 

Radio stations are found in almost 1,400 cities and towns in every State in 
the Union, and television stations in 250 cities and towns. 


2. Among radio and television stations there are large differences in size 


A big radio station will have a revenue of $1 million a year and a staff of 75 
or more full-time employees, while its smallest counterpart may operate with 
no more than 6 full-time employees and bring in a gross revenue of $50,000 a year. 

A big television station employment runs to a typical maximum of 150 employ- 
ees, with gross revenue at two and one-half or three million dollars per year. 
The small television outlet will employ 30 full-time employees with a total busi- 
ness of $300,000 a year. 


8. There are three parties invoved in the business of broadcasting 


The broadcasting station is the seller of time. 

The buyer is the advertiser who is attempting to reach people within a given 
market area in the hope that some of them will be induced to buy his goods or 
services. 

The listener or viewer is the third party beneficiary of the broadcasting trans- 
action. He receives the product—that is, time, in the form of entertainment; 
information, and education. 


4. At the station level, the radio and television industry is a local product market 
industry and has the usual economic characteristics of such industries 


(a) The product or service is distributed within a limited geographical area. 

All stations develop locally some programing for distribution in their coverage 
area. Some stations, known as independents, develop all their own programing 
services. Stations affiliated with national networks are, in effect, local outlets 
for a nationally distributed product in much the same way as most retail stores 
serve as local outlets for nationally distributed drugs, clothes, appliances, and 
furniture. 

(vb) There is no competition among different markets. 

The area within which stations compete—that is, their product market—is 
the area effectively reached by their signal and effectively used by advertisers. 
Strength of signal depends upon a variety of technical and legal considerations. 

Competition for revenues among broadcasters in different market areas is 
negligible, but competition among stations and with other media in the same 
market is substantial. 

(c) The size of the establishment is limited by, and varies directly with, the 
size of the market. 

Size of establishment in broadcasting, whether it be measured by number of 
employees or volume of business, varies with market size. Table 3 on page 15 
of the appendix reveals this relationship with employment size. Washington’s 
large broadcasting properties could not long survive in Kewanee, IIL. 

Station revenue is derived from advertisers, both national and local. Bighty- 
three percent of the small-market radio broadcaster's revenue comes from local 
advertisers. Comparable figures are not available for television, although there 
is reason to believe that revenue from national sources probably exceeds revenue 
from local sources. Whether the source of revenue be local or national, the vital 
point is that the broadcaster would be unable to tap any revenue source without 
a local audience to “consume” his product. 5 

(d) The structure of operating costs of the establishment is in large part 
dictated by the size of the market in which it is located. 

A station in Washington, D. C., will be faced with prices, especially the price 
of labor, in excess of the same size station in Kewanee, Ill. This is primarily 
because of tighter supplies of labor, stronger unionization, higher standards of 
living, and different value judgments by employers as to what constitutes a fair 
wage. 


Vv. THE SMALL-MARKET BROADCASTER AND HIS WAGE-HOUR PROBLEMS 


1. The typical small-market radio station is a very small business and it looks 
something like this: 


Staff size.—10 full-time employees, consisting of a general manager who prob- 
ably also acts as sales manager, a program director, chief engineer, 1 salesman, 3 
announcers, 1 technician and 2 clerical employees who handle bookkeeping, traffic, 
stenographiec work and the reception desk. 
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Daily hours on the air. 16 to 18.—For full-time stations the typical daily 
schedule runs from 6 a. m. to midnight on weekdays and slightly shorter schedule 
an Saturday and Sunday, or a weekly on-the-air schedule of 120 to 126 hours. 
For daytime stations, the schedule runs from sunrise to sunset local time. 

Service area.—Varies with such factors as power, efficiency, and height of 
antenna tower, ground conductivity, geographical location, and frequency. For 
a typical 250-watt station, daytime coverage will approximate 18 miles and 
nighttime coverage about half of daytime. For a 1,000-watt station, coverage 
varies tremendously. A typical daytime pattern may have a radius of about 
30 miles. 

Revenue.—Gross revenue about $85,000 per year, of which 83 percent is derived 
from local advertisers and 17 percent from national advertisers. 


2. The typical small-market TV station is, in most respects, bigger than its radio 
brother. This is what it looks like: 

Staff size—About 32 full-time employees, consisting of a general manager ; 
a chief engineer supervising 7 technicians; a program director in charge of 2 
producer-directors, 8 or 4 staff announcers, 2 or 3 special program announcers 
such as farm director, news director, and sports director, 1 or 2 continuity 
writers, an art director, 2 film department employees, and 2 floormen; a sales 
manager and 2 or 3 salesmen; and administrative employees such us a traffic 
manager, promotion manager, and bookkeeper. 

Daily hours on the air, 12.—There is much variation in daily schedules but the 
most typical is 12 hours a day on weekdays and 8 to 10 hours a day over the 
weekends. 

Service area.—In television, unlike radio, there tends to be much greater uni- 
formity in coverage because television is a line-of-sight transmission medium. 
‘The typical television station signal will reach out about 45 miles. 

Revenue.—Gross revenue about $325,000 per year, of which, according to our 
cwh rough estimate, 40 percent is derived from local advertisers and 60 percent 
from national advertisers. 


38. The small-market broadcaster has had lots of problems in trying to adjust 
to the overtime provisions of the Wage-Hour Act. Here are some of the 
redsons? 

The small number of employees to cover long hours on the air. 

Integrated operation with most people performing 2 or 3 different types of 
work. 

Creative people doing a creative job, a fact which makes it difficult to apply 
the exempt work standards and to set definite work schedules. 

Public service character of programing which necessitates doing some jobs 
when they have to be done. 

4. Typical of the wage-hour problems of small-market broadcasters are: 

Computing overtime pay for announcers or other employees who sell out-of- 
stretch * * *, The Administrator has recognized the difficulties inherent in this 
problem by issuing a special interpretive letter, but the permitted practice only 
partially solves the broadcasters’ problem, which involves the overwhelming 
majority of small-market stations. 

Applying the exempt work definitions covering executive, administrative, pro- 
fessional, and outside sales employees which, because they are geared to larger 
enterprises in larger markets, are unfair and discriminatory to small-market 
employers and particularly to small-market broadcasters. This difficulty will 
iucrease if the dollar standards for exempt work are raised. 

Stabilizing compensation for nonexempt employees who, because of the nature 
of their duties, work a variable workweek. 

Calculating overtime pay in the light of unusual compensation practices which 
have grown up in the industry, such as the use of talent fees for performers and 
others, and also in the light of the combination jobs performed. 


VI. PROPOSED FORMULA FOR EXEMPTION FROM THE OVERTIME PROVISIONS OF THE ACT 


The association proposes that the employees of radio and television stations 
located in cities and towns with less than 50,000 population which fall outside 
of standard metropolitan county areas be exempt from the overtime provisions 
of the Fair Labor Standards Act. The use of market size as a formula for 
drawing a coverage line meets the following criteria: 
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(a) conforms to the practical requirements of sma 

(b) conforms to the theory that market size is the 1 
minant of the level and structure of revenues and operating ts in local 
product market industries, and 

(c) involves the use of a yardstick which will place all stations within 
a market on the same competitive basis insofar as a hour regulation 
are concerned. 

A market size formula is used by the following States t tra 
f State minimum wage laws: Colorado, Kentucky, New Jersey, New York 
south Dakota, Utah, and Wisconsin. 

The formula uses the population estimates and definitions such as that of 
standard metropolitan county area developed by the United States Bureau of 
he Census. 

The particular cutoff point is proposed because it seems to provide an equitabl 

d readily understandable dividing line between socially and economically 
ntegrated units of population and units not so integrated which are frequently 
farm oriented. It also is a useful rule-of-thumb dividing line between medium 

» and larger size markets on the one hand and small markets on the other. 


VII. EFFECT OF THE PROPOSED AMENDMENT 


The number of establishments and the number of employces affected by the 
change will be relatively small: 

({pproximately 1,741 radio stations and 128 television stations are presently 
ated in markets of less than 50,000 population falling outside of standard 
etropolitan county areas (see appendix, table 4). 

These stations now employ approximately 15,000 employees who would no 
uger be subject to the overtime provisions of the act. 

It is not erpected that the proposed change will result in either significantly 


reduced compensation or a decline in employment opportunities for employees 
in affected stations: 


Present practice in broadcasting at the small-station level is to pay a salary 
which includes an overtime factor for the average hours which are expected 


to be worked. The amount paid is dictated by the market conditions for the 
skill needed to do the job and not by either the minimum wage requirement or 
the overtime provisions of the act. 


3. The proposed amendment will accord to small-market broadcasters the same 
flexibility of operation which is now accorded to the overwhelming majority 
of business establishments withing the small-market broadcaster’s econdmic 
environment: 

Those producing for intrastate consumption and the retail and service estab- 
lishments, all of which are not subject to the overtime provisions of the act, make 
up the bulk of establishments within the small-market broadcaster’s business 
enviroument. 

Weekly, semiweekly, and daily newspapers with circulations of less than 4,000 
within a limited area are now exempt from both the overtime and minimum 
wage provisions of the act. These papers are direct and immediate competition 
for radio and television stations. The proposal will give them equal treatment. 


78155—56——24 
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APPENDIX 


Taste 1.—Average 40-hour* weekly wages for 5 key nonezempt jobs in radio 
broadcasting, February 1955? 


‘ | 
Sts 1n . 2 y . ti 
Market size $ taff Technician | Bookkeeper| COBtinuity| —Traffi 
announcer writer |} Manager 


Population: 
Over 2,500,000 : ial $102 $114. 04 $78. 00 | $76. 
1,000,000 to 2,500,000... : dike 90. 102. 59 83. 03 75. 
500,000 to 999,999 ......-_ = > vi 95. 78 . 58 4. 23 
250,000 to 499,999... ania 4! ya 52 63 
100,000 to 249,999 ; j ‘ 78. 72. 25 37 56. 
50,000 to 99,999 latins “ inal 3. 71 | 57 
25,000 to 49,999 _ sn ‘ 21 it 52 
10,000 to 24,999 . ; - canal 33. ) 55. < 50. 
Less than 10,000 ‘* di A 50. 47. 


! Excluding overtime and announcers’ fees. 

2? Unpublished data from the National Association of Radio and Television Broadcasters. 

? Based on standard metropolitan county areas and on population estimates, as of Jan. 1, 1955, in Sa 
Management’s Survey of Buying Power (May 1955). 


TABLE 2.—Average 40-hour’ weekly wages for 7 key nonerempt jobs in television 
broadcasting, September 1955? 


| 


| Continu-| Stage- | Film 
Market size 3 | Techni- | Staff an- | ity hand or | techni- | Traffic Secre- 
cian nouncer writer |floorman| cianor | manager tary 
editor | 
} | 


ee ee a 
Population: | | 
1,000,000 or more - _ - $137.48 | $108. 4.15 97.02 | $102. 27 $99. 49 $6 
500,000 to 999,999 : 110. 68 | 99. 2. 4 0.62 | 77. 44 79. 88 
250,000 to 499,999_...._. 89. 90 | 86. . 45. 98 66. 87 67. 26 
100,000 to 249,999 - _ - 83. 04 81. 20 | 0. 6 57. 22 60. 42 | 62. 28 
25,000 to 99,999. _ _- 80. 56 77. i | 50. 63 58. 00 58.81 
Less than 25,000_- : 74. 41 | 75. 65 | . 91 | 56. 87 63. 42 


1 Excluding overtime and announcers’ fees. 

2? National Association of Radio and Television Broadcasters, Television: Wages, Hours, Employment 
1955 (March 1956), pp. 4-31. 

3 Based on standard metropolitan county areas and on population estimates, as of Jan. 1, 1955, in Sales 
Management’s Survey of Buying Power (May 1955). 


TABLE 3.—Radio and television station employment size according to market 
2 i 
size 


{ 
' 
| Average radio} Average tele- 
Station em- | vision station 
ployment | employment 
size 3 size ° 


Less than 10,000_-_---..--- 
10,000 to 24,999___ atu 
25,000 to 49,999_.._.__- 
50,000 to 99,990. __ 

100,000 to 249,999____ 
250,000 to 499,999........_. 
500,000 to 999,999....___- 
1,000,000 to 2,500,000 

Over 2,500,000... _.- 


om 
oe 


ane 


ENNSS Rt 
| Ome wWacwwwe 


| 


oo 
S 


Nationwide average 


_ 
td 
wo 





1 National Association of Radio and Television Broadcasters, Radio: Wages, Hours, Employment, 1955— 
pt. III, Summary and Apalysis (December 1955), p. 14; Television: Wages, Hours, Employment, 19° 
(March 1956), pp. 4-31. 

? Based on standard metropolitan county areas and on population estimates, as of Jan. 1, 1955, in Sales 
Management’s Survey of Buying Power (May 1955). 

3 Full-time employees only. 
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TABLE 4.—Distribution of radio and television stations by market size, Apr. 7, 
1956°* 


Market size 2 


Over 2,500,000 
1,000,000 to 2,500,000 
500,000 to 999,999 
25,000 to 499,999 
100.000 to 249,999 
50,000 to 99,999 
25,000 to 49,999 
0,000 to 24,999 

Less than 10,000 


Source: NARTB estimate based on FCC data. Includes on-the-air 
2? Based on standard metropolitan county areas and on population est 
Management’s Survey of Buying Power (May 1955). 
Excludes 76 independently operated FM stations. Includes 35 educatior 
time and 53 stations in the Territories of the United States. 
4 Includes 18 educational stations which do not sell time and 14 station 
United States. 


TABLE 5.—Average weekly hours worked for 5 key nonexempt jobs in radio 
broadcasting, February 1955 ° 


Market size 2 Staff an- Techni- c- Continu- 
nouncer I ity writer 
| 


Population: 
a a ere 40 
1,000,000 to 2,500,000 39 
NS OT eae | 

| 
| 


39. 6 wy 

4 39.7 

40 40 
41 10, 1 40.0 
41.! 40. ; 40.3 
44. ¢ 41 41.5 
42. 40 41.0 
43.! 41.2 41.7 
44. 40.7 41.6 


40 
49 
40. 


250,000 to 499,999_.......-.- oa 

oF) US eae eee 

Se OO Gee tencccoceccuccscses 43 

25,000 to 49,999 42 

10,000 to 24,999__- oe --| 43 

Less than 10,000 ‘ : 42 
| 


SsnNwoocureruv 


1 Unpublished data from the National Association of Radio and Television Broadcasters 
2 Based on standard metropolitan county areas and on population estimates, as of Jan. 1, 1955 


> , in Sales 
Management’s Survey of Buving Power (May 1955). 


TABLE 6.—Average weekly hours worked for 7 key nonexempt jobs in television 
broadcasting, September 1955 ° 


Tech- | Staffan-|Continu-| Stage- Film Traffic 
Market size ? nician | nouncer |ity writer | hand or |technician| manager | Secretary 
| | | | floorman | or editor | 


| 
Population: 

1,000,000 or more | ; 9. 39.4 | 40.2 | 39. § 39.3 
500,000 to 999,999 , 1 | 39. 1 | 40. 7 30.9 
250,000 to 499,999......_._- | | : 40. % : 40.0 
100,000 to 249,999___- | 40. ¢ 7 40.3 
25,000 to 99,999. ...__- 42. oa 40.4 
Less than 25,000........---- 42 1. 41.5 


1 National Association of Radio and Television Broadcasters, Television: Wages, Hours, Employment, 
1955 (March 1956), pp. 4-31. 

? Based on standard metropolitan county areas and on population estimates, as of Jan. 1, 1955, in Sales 
Management’s Survey of Buying Power (May i955). 
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TasL_e 7.—Distribution of radio and television stations by revenue size, 


Number of stations 
Radio Televi- 
sion 2 


han $25,000 a 59 | (3) $100,000 to $200,000 

0) to $50,000 37: (3) $200,000 to $500,006 
50,000 to $75,000 ___- = 3) | $500,900 to $1,000,000 
75,000 to $100,000 ‘ FET 386 | : Over $1,000,000 


ss than $100,000 





1 Source: FCC data adapted by NARTB. 
2 Includes only television stations operating during full year of 1954. 
3 Data not available. 


Mr. Tower. The position of the association is that small-market 
radio and television stations should be exempt from the overtime 
provisions of the Fair Labor Standards Act. We do not propose that 
these stations be exempt from the minimum wage provisions of the 
act. 

We, in using the term “small market” refer to those stations which 
are in markets of less than 50,000 population, falling outside of the 
standard metropolitan county areas, as that term is used by the United 
States Bureau of the Census. 

Senator Dovetas. Is that term clearly defined ? 

Mr. Tower. That is clearly defined. This is a census concept, a 
census definition and is well recognized, I think, in this area. 

Senator Doueias. How many of the radio stations are small market ? 

Mr. Tower. By this definition we estimate that approximately 1,740 
radio stations would be excluded from the overtime provisions of the 
act and about 129 or 130 television stations. 

The total number of employees involved in this exemption, that is, 
employees now subject to the overtime provisions of the act who would 
not be subject to it, amounts to approximately 15,000. 

Senator Doveras. Thank you. 

Mr. Tower. The legitimate question is raised in connection with our 
proposal, why do these small-market broadcasters have a right to 
expect exclusion from the overtime provisions of the act? Two rea- 
sons, basically; the first is, of course, of major importance to these 
broadcasters themselves, and that is the fact that they have had many 
problems in adjusting to the overtime provisions of the act because of 
the type of business which they operate, and I shall touch upon that 
a little more later. 

Secondly, and this is perhaps more important from the point of 
view of the Congress, which is dealing with the overall problem of 
coverage of the Fair Labor Standards Act, comparably situated busi- 
nesses are, for the most part, at the present time excluded from the 
coverage of both the overtime and the minimum wage provisions of 
the act. 

I would like, if I may, to touch very briefly on the broadcaster’s 
wage-hour problems. First of all, why do broadcasters have particular 
difficulty? Why do these cudhinedes broadcasters have particular 
difficulty in adjusting to the technical provisions of the overtime sec- 
tion ofthelaw?¢ The reasons, I think, are five. 

First, a small number of employees, very small staff covering long 
hours on the air per day and per week—16 to 18 hours per day in radio 
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and 120 to 126 hours on the air per week, and on television 12 hours 
per day in the typical small market station, running to 84 to 90 hours 
per week, : 

Second, integrated operations, with most people performing more 
than 1 job, and some people performing 2 or 3 types of work. 

Thirdly, creative people doing a creative job, and this fact makes 
it difficult to set any definite work schedule. 

Fourth, public service character of the programing job which these 
small markets do, along with the other radio and television net works 
throughout the United States. 

And, fin: lly, unusual compensation practices which exist in the 
small-market radio and television stations. 

This frame of reference, from a business and operational stand- 
pene results in some really tough overtime problems and just very 
briefly I will sketch 1 or 2 of them. Perh: aps the most difficult today, 
and this applies to almost all small-market radio and television sta- 
tions, is that of the job of computing overtime pay for announcers 
and other employers who sell outside of stretch, as we call it, who 
combine announcing, a technical, or even a writing or secretarial job 
with part-time selling. The t ask of figuring out the regular rate of 
pay accommodating to the overtime requirement of the act in this 
type of situation is extremely difficult. 

Secondly, applying exempt work definitions covering executive, 
administrative, professional, and outside sales employees, which 
because they are geared to larger enterprises in larger markets, are 
unfairly discriminatory to small-market employers generally, and to 
small-market broadcasters particularly. This diffic ulty will increase 
if the dollar standards for exempt work are substantially raised, as is 
now being considered. 

Third, “stabilizing compensation for nonexempt employees who, 
because of the nature of their duties, work a variable workweek. 

Four, calculating overtime pay in the light of the unusual com- 
pensation practices. in the industry. 

These are the broadcasters’ wage-hour problems and, very briefly, 
the reason for them. 

Secondly, the question might be asked here why small-market broad- 
casters should be treated differently and why they should expect spe- 
‘ial consideration at this time. The reason, to us and to them, is 
quite simple. The small-market broadcaster is operating a local 
product market business. 

From our reading of the legislative history of this act, it seems 
to us relatively clear that Congress, in 1938, had in mind excluding 
from the coverage of the act most loca]l-product market industries— 
most of the types of businesses that are in the small-market broad- 
casters business environment. 

I would like to close these few brief remarks here this morning, 
if I may, with just a brief rundown of a personal experience I ran 
into last week, and I cite this because I think it is typical of the prob- 
lems that small-market broadcasters have had in living with the 
overtime provisions of this act. 

Senator, this particular situation happens to have taken place in 
Illinois. We did not make a safari to Illinois merely to de Pela in- 
formation and ammunition for this hearing. 
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Many months ago I was asked to speak on May 10 before the spring 
meeting of the Illinois broadcasters. The burden of my address had 
nothing to do with wage-hour matters, although wage-hour problems 
came up, as they have at every broadcaster gatheri ing. 

Senator Doveras. You need to make no apologies on this matter at 
all. 

Mr. Tower. The following day I went to Kewanee, Ill., which is a 
small market in the gener al area of Rock Is sland, to the west. Iam 
sure you are familiar “with it. 

The station there had been investigated a month or so before by a 
wage-hour inspector and the little story I shall relate here this morn- 
ing describes this problem. 

First let me just give you 1 or 2 facts concerning the town, with 
which you are probably familiar, Senator, but the Senator from Ari- 
zona may not be. It isa small town, population 17,800; 5,700 families. 
The county population is 48,400, with 15,900 families. The market 
retail sales were about $25 million and the county retail sales—it is 
basically an agricultural county—$54 million. 

The operating character of this station is typical of many small 
market broadcasters throughout the United States, and perhaps this 
can best be illustrated by giving you the people and what they do in 
this small market station. 

They have five full-time employees. First, the general manager. 
He is one-third owner of this station and he acts, also, as chief engi- 
neer—he is an engineer by training—and commercial manager or sales- 
manager. This man gets $102 a week as general manager of this 
station, as the boss, and 6 percent commission on the entire gross 
business of the station—6 percent on total sales. 

Secondly, the program manager, who is, in some respects, really 
assistant to the manager, , gets into all station activities. He has been 
getting $65 a week and 2.5 percent of total sales. 

Thirdly, the news director. He also acts as farm director and 
standby announcer and sells about half of his time on Main Street 
in Kewanee. Compensation, $60 a week; 15 percent on business that he 
sells. 

Fourth, a morning announcer, who sells in the afternoon. Com- 
pensation, $60 a week, plus 15 percent on business sold. 

The fifth employee i is an evening announcer. Compensation, $52 a 
week for a 48-hour workweek. 

Senator Doveras. Wouldn’t they be exempted under clause No. 1, 
employees employed by the executive, administrative, professional, of 
local retailing capacity of outside s alesman ? 

Mr. Tower. With your permission, may I touch on that in just a 
minute? It is the second part of this little story. 

As to part-timers, one part-time announcer, a high school boy, puts 
in about two and a half days a week and is paid $1 an hour; 2 ‘part- 
time clerical, 1 at a dollar and ten cents an hour, and 1 at a dollar an 
hour. One is the wife of a program director and the other a senior 
in high school. They put in about 20 hours a week. They take over 
the clerical job for the company. 

Then, finally, there is a sports man, who is an executive in a local 
manufacturing plant. He handles one 15-minute program a day and 
play-by-play sportscasting when they come during the season. 
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That is the staff, 5 full time and 4 part time. It is very typical. 
Some stations are a little smaller than that; some are a little larger. 

Air time of the station: On the air Monday through Thursday, 
16 hours a day. On Friday it is on the air 17 hours a day; Saturday, 
18 hours a day, and Sunday it cuts back to 15 hours a day. 

This is a very typical working schedule for a small-market radio 
station that is on the air full time. 

The volume of business for this company in 1955 was about $55,000. 
Break-even point for this company about $4,000 a month. 

As I mentioned, a month ago this company received what is referred 
to in the business as a knock-on-the-door from the wage-hour inspec- 
tor. The inspector, and I might say parenthetically, we don’t 
criticize the wage-hour Administrator, or, by and large, the wage- 
hour people. They have to administer, and, by and large, we think 
they do it in a conscientious fashion and in an intelligent fashion, in 
most cases In a sympathetic fashion, but the difficulty is in applying 
this general overall statute, with its technical ramifications, to a 
business like broadcasting. 

As a result of this investigation, the wage-hour inspector came to 
the conclusion that this station owed 9 people about $2,200. That is 
the total payable, $2,200 distributed among 9 people. Some of them 
are now working for the station, some of them are not now working 
for the station. Almost everybody at this station, aside from the 
general manager, as a result of this inspection—almost everybody 
who has worked during the past 2 years over 40 hours—is owed some- 
thing in back overtime pay, according to this inspector, and taking 
the act and its technical implications for small-market broadcasters, 
I think he is probably right. 

Now let me illustrate only three cases of back overtime pay, and 
I think it will touch on this problem of exempt work for certain of 
these people. 

Seven hundred dollars, or a little more, is claimed to be owed to two 
of the people listed here. First the program manager. He might be 
exempt either as an administrative or perhaps as a professional em- 
ployee. The problem there was he was making only $65 a week and 
the minimum salary requirement for a professional or administrative 
employee is $75 a week today. There are some proposals that it go 
up to $100 or $125 a week. This man was making $65 a week, plus 
two and a half percent on total business. 

As a matter of fact, he never got less than $80 or $85 a week, but the 
requirement in the regulation is that the $75 must be on a salary basis 
and thus it must be, 1n effect, a guaranty. 

Now this a small-market station. The wages paid to these em- 
ployees are good compared to what other people with comparable 
skills are making in this market. I might say, again parenthetically, 
broadcasting, by and large, is a high-wage industry, but in local 
product market industries, the wages vary directly or correlate 
directly with the market size. 

We have included, back in the appendix of our printed statement, 
some charts which give you wage rates on broadcasting by market 
size, and I think they will substantiate this point I am making. 

Secondly, a little more than $700 is owed to the news director. Now 
here is an individual, and this is very typical—that almost every sta- 
tion employs and in almost every small station it is a combination job. 
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Here he happens to be farm director, standby announcer, and 
sells, too, and this is not uncommon. He was making $60 a week, 
plus 15 percent on the amount of business he sold, and this brought 
him over the $75 figure. But he couldn’t be considered during this 
period for exempt status because he was making only $60 a w eek. and 
again there is the cutoff for professional employ ees of $75. 

Thirdly, and this will be the last, the morning announcer. Here 
was a man getting $60 a week, and selling in the afternoon and getting 
15 percent. If he is going to be exempt, he would have to be exempt 
as a professional man. There might be some question even if he was 
making the $75 a week, that with the present definition he would 
qu: alify as a professional. But assuming he is not exempt, the prob- 
lem in this case is illustrative of the really tough problem today in 
small-market broadcasting, and that is the combination between an- 
nouncing, copy writing, engineering on the one hand and selling on 
the other, where they try to integrate these jobs. How to compute 
the regular rate of pay when you have a man performing such a com- 
bination of jobs is an extremely difficult problem. 

We have here an exchange of letters between the association and 
the administrator going into this interpretive problem, covered by 
a brief explanation from us to the broadcasters. I think a reading 
of that material would dramatize the problem from a broadcaster’s 
point of view and the complexity of the thing in terms of a realistic 
and practical adjustment to it. 

If you would like, Senator, I would be happy to insert that 3-page 
document into the record. Is that acceptable? 

Senator Doveras. Certainly. 

Mr. Tower. Would you kindly take this, our NARTB Member 
Service, d: ated October 1954, newsletter, with the title “Announcer- 
Salesmen.” 

I will insert that in the record at this time. 

(The document reads as follows:) 


[Newsletter, October 1954] 


NARTB MEMBER SERVICE-—-NATIONAT. ASSOCIATION OF RADIO AND TELEVISION 
BROADCASTERS—-E MPLOYEE-EMPLOYER RELATIONS 


AN NOUNCER-SALES MEN 


We have just received, from the Wage-Hour Administrator an interpretive 
letter which gives broadcasters somewhat greater flexibility than they have had 
heretofore in handling announcer-salesmen under the wage-hour law. 

The formula generally accepted by the Administrator culminates over 8 months 
of discussion with wage-hour officials here in Washington. The ruling gives us 
abouf 75 percent of what we asked. The success in meeting broadcasting overtime 
problems will in large part depend on the way in which the industry uses the 
permitted formula. 

Our proposal to the Administrator is set forth in detail in a letter dated Sep- 
tember 20, a copy of which is attached. His official reply is also attached. Com- 
parison of the proposal and the reply shows the present status of the problem. 

Here is what we asked: We proposed that station management be permitted 
to say to announcers, technicians, or any other employee for that matter, who 
wants to sell ‘fon his own time” that he will be paid a certain rate of commis- 
sion (for example, 10 percent) for all selling work inside his regular work 
stretch and time and one-half that rate (in the example, 15 percent) for all selling 
work outside of stretch. Our proposal was that this method of treatment be 
regarded as acceptable irrespective of the rate of commission paid to other sales- 
men. 
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Here is the gist of the reply to our proposal: The Administrator buys the 
idea of permitting the overtime obligation to be taken care of by the time and 
one-half formula. Where the commission rate for selling in stretch is 10 percent, 
it is possible now to pay a rate of 15 percent for out-of-stretch work without worry 
ing further about overtime pay. However, there is one difficulty Wage-hour 
officials will look at the relationship between the base commission rate or per 
centage paid to announcers and others as they relate to the rate or rates paid to 
full-time salesmen. The legitimacy of the rate paid to out-of-stretch salesmen 
will in some degree depend on the commission rate paid to regular salesmen. 

What does all this mean in practical terms? It probably means that you can't pay 
your announcer-salesmen a commission rate of 10 percent for instretch selling 
and 15 percent for out-of-stretch selling if all your regular salesmen get 15 percent 
Such a pattern would be looked on with suspicion. On the other hand, it does not 
mean that you have to pay your announcer-salesmen a regular commission rate 
of 15 percent in stretch and time and one-half 15 percent outside of stretch, al- 
though this would probably be the most readily accepted formula. The point is 

you must be able to justify the difference in the base rate paid to an- 
nouncer-salesmen and the regular salesmen. Justifying a lower rate for a1 
nouncer-salesmen might mean such things as lack of previous selling experience, 
trial basis, lack of control over what the part-time salesman does, lack of pressure 
for performance on the part of the part-time salesman, and so forth. Whatever 
the factors may be in any particular situation they must be sufficient to justify 
the differential if one exists. 

Warning: This is an important wage-hour victory but it won't last if it isn't 
handled carefully in the general spirit of the administrative interpretation. We 

uggest that broadcasters write to us for suggestions as to the best method of 
handling each particular problem. Irresponsible use of the interpretation might 
lead to a reversal of official thinking. 

Cuuck Tower, Manager, EERD. 


SEPTEMBER 20, 1054. 
Mr. WILLiAM R. McComepr, 
Administrator, Woge and Hour and Public Contract Division, 
United States Department of Labor, Washington, D. C. 


DeaR Mr. McComep: In accordance with your suggestion at your meeting of 
Tuesday, September 7, I am setting forth in this letter the association’s position 
in regard to the announcer-salesman problem. 

As you know, the problem relates to the matter of working out an overtime 
formula for the compensation of announcers and others who sell station time 

itside of their regular work stretch that will comply with the requirements of 
the Wage-Hour Act and will at the same time accommodate the practical oper- 
ation necessities of broadcasting. The practice of permitting announcers and 
other staff employees te sell station time outside of their regular work stretch 
has been on the increase during the past 2 years. It is a practice which is par- 
ticularly important for the small station and its employees. In many cuses 
perhaps in a majority of cases—the moving party in the establishment of the 
plan is the employee. For him it presents a way of increasing compensation. For 
the station it presents a way of letting employees make more money in relation 
to their ability to sell and in relation to the time and effort that they want to 
devote to the task. Naturally, the station benefits if the employee is able to sell 
successfully. 

Most broadeasters will permit this plan of operation only if the selling effort 
can be compensated entirely on an incentive basis. Most small stations use a 
commission formula with their salesmen. Long experience has proved this to be, 
for most stations, the most effective method of operation. Naturally, therefore, 
these stations want to use the same general type of arrangement with announcers 
or others who sell on a part-time basis. In fact, with these part-time salesmen 
the use of a commission formula is perhaps even more important than with 

ll-time salesmen. The job is often a trial or breakin experience for the indi- 
vidual involved. Neither he nor the station knows what success he will have in 
Selling station time. Moreover, the amount of time that one of these part-time 
salesmen will put in is, in most cases, left pretty much to his own discretion. The 
amount of time will vary substantially from week to week for any particular in- 
Cividual and it will also vary substantially among different people. Generally, 
tie station doesn’t really care how much time is put in, since the arrangement is 
lien both occasional and flexible. 


¢ 
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Because of these factors, the use of a commission formula is the only satisfac- 
tory method of repayment. The difficulty has arisen in reconciling the use of a 
commission on the out-of-stretch selling and the requirements of the Wage-Hour 
Act. The more commonly used formulas for computing overtime pay can be fol- 
lowed, but they are cumbersome and complicated for the average small station 
manager who uses the arrangement. I have known many instances, where the 
broadcaster, on being advised of the elaborate method of computing overtime 
according to the customary formula, has thrown up his hands and told his 
employees that he just can’t permit the selling because the bookkeeping is much 
too confusing. 

The commission compensation formulas used by small stations are many and 
varied. It is impossible to cite a particular situation as being typical. A 15-per- 
cent commission on local business is a formula which is probably more common 
than any other. However, there are commission arrangements varying from 5 to 
25 percent. Graduated commission formulas are used by some stations. It is not 
uncommon to find a station which uses different formulas with different salesmen. 
There are no rigid patterns. 

It is our view that this entire problem can be solved in a manner consistent 
with the Wage-Hour Act and the practical needs of broadcasters. The language 
of section 7 (f) (2) of the Wage Act provides the key to the solution. In that 
section there is statutory recognition of the problems involved where an em- 
ployee performs two different kinds of work carrying different rates within the 
same workweek. Moreover, there is explicit reference in the law in this particu- 
lar section to piece rates. A commission method of payment in the sales field is 
analagous to a piece rate. The particular section of the act in question is de- 
scribed in the official overtime compensation bulletin in the following words: 

“The purpose of those provisions is to provide an exception from the re- 
quirement of computing overtime pay at time and one-half the regular rate for 
hours worked after 40 in the workweek and to allow, under specified conditions, a 
simpler method of computing overtime pay for employees paid on the basis of a 
piece rate, or at a variety of hourly rates or piece rates, or a combination thereof. 
This provision is not designed to exclude any group of employees from the over- 
time benefits of the act. The intent of the provision is merely to simplify the 
method of computation while insuring the receipt by the affected employees of 
substantially the same amount of overtime compensation.” 

In solving the problem here involved, this general language is completely rele- 
vant. Specifically, we suggest that broadcasters be permitted to establish a rate 
of commission (in reality a piece rate) for those part-time salesmen. The com- 
mission rate established—let us say it might be 10 percent—will apply to all sell- 
ing activity undertaken within the regular work stretch. When the employee 
sells outside his regular work stretch, a rate of time and one-half the usual com- 
mission rate must be observed. If the regular rate of commission is 10 percent, 
the overtime rate would be 15 percent. This approach to the matter would, in 
our view, satisfy all concerned. 

We understand that it will be neecssary to count the selling hours for the non- 
exempt employees who sell on a part-time basis. We further recognize the fact 
that a minimum rate of at least 75 cents an hour in stretch and time and one-half 
75 cents an hour for work outside of stretch must be paid. 

In closing I would like to make one additional point. It is my view that the 
matter of a bona fide rate must be determined and interpreted on an individual 
employee basis. I see no justification in the law, official regulations, or court 
decisions which would permit a definition of the term based upon what other 
employees are paid for a particular type of work. As I read the law, an employer 
is free to set the rate for the job to be performed. He cannot, of course, pay a2 
imdividual employee one rate for work performed inside stretch and a lower 
regular rate for the same work performed outside of stretch. This clearly would 
be an evasion. Such a problem is not involved in our case. ; 

I know that you and your staff recognize the importance of this problem. It is 
our earnest hope that you will find our proposal acceptable. If you need further 
information, do not hesitate to call on me. 

Very truly yours, 
CHARLES H. TOWER, 
Manager of Employee-Employer Relations. 
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Unrrep States DeParTMENT or Lapor, 
WaGE AND Hour anpb Pusiic Contracts Divisions, 
Washington, D. C. 
Mr. CuHarvtes H. Tower, 
Vanager of Employee-Employer Relations, 
National Association of Radio & Television Broadcasters, 
Washington, D. C. 

Dear Mr. Towek: Reference is made to your letter of September 20, 1954, sug- 
gesting the propriety of the application of section 7 (f) (2) of the Fair Labor 
Standards Act to the following fact situation. 

Although radio stations do have personnel exclusively engaged in making 
sales of radio time, a practice has grown up of permitting announcers and 
other staff employees to sell station time outside of their regular work stretch. 
The amount of time spent in such selling activity by the announcer-salesman 
is left to their discretion. The usual method of compensation for selling radio 
time is on a commission basis. Although the range of commissions paid ranges 
from 5 to 25 percent, the more common rate is 15 percent. Graduated com- 
mission formulas are used by some stations, and at times a station may use 
different formulas with different salesmen. 

It is your view that since commissions are in the nature of piece rates, and 
since the employees are performing two different kinds of work, there would 
he compliance with the act, if the announcer-salesman and others employed in 
a similar dual capacity were to be compensated on a commission rate for non- 
overtime hours spent’in selling activities, and at 1% that rate for selling 
activities during overtime hours. It is recognized that these employees will 
receive for selling time at least 75 cents per hour for straight time and 144 
that rate for overtime hours, and that all such hours are to be counted. 


l agree that an employment arrangement, as described above, comes within 


the contemplation of section 7 (f) (2), and if its requirements are met would 
constitute compliance with the act. Your letter indicates that the part of the 
arrangement most likely to give cause for challenge and possible invalidation 
will be the bona fides of the commission rate established for part-time salesmen. 
In my opinion, if commission rates in an establishment for persons engaged 
in selling activities range, for example, from 10 to 25 percent, a commission rate 
for part-time salesmen at any figure within that range would be deemed bona fide. 
If there is only one rate in an establishment, a commission rate reasonably close 
to that rate might still be deemed bona fide depending upon all the circumstances. 
On the other hand, a commission rate for part-time salesmen fixed at 50 percent 
or even 75 percent of the full-time salesman’s rate could justifiably make the 
rate suspect. 

it is true the law permits freedom of contract within certain limitations. 
Nevertheless, in determining whether a certain rate is a bona fide rate, one 
may properly look to the practicalities of industrial life. There are undoubt- 
edly instances where different employees doing the same kind of work are paid 
different rates. The variations, however, are within a well-defined and realistic 
range and are predicated largely upon experience, industry, ability, seniority, ete. 
Therefore, the bona fides of a rate that is substantially lower than that cus- 
tomarily paid to other employees doing the same work in the establishment 
and is unsupported by any or some of the foregoing considerations that might 
he pertinent, might successfully be challenged. 

You appreciate, of course, that it is not the intention of this letter to prejudge 
the bona fides of any rate that might be established by the various radio sta- 
tions, but rather to offer some general advice on this particular point. 

If I can be of any further assistance in this matter, please feel free to request it. 

Very truly yours, 
Wma. R. McComs, Administrator. 

Mr. Tower. The problem of the announcer-salesman today, I would 
say, affects 98 percent of the stations in the small markets, the stations 
that we are talking about here and in these few remarks we have 
tried to give you an idea of some of the problems which small-market 
broadcasters have. 

I would like, in conclusion, just to emphasize two points again. 
First, these problems are tough; they are not easy of solution, and, 
secondly, broadcasting at this level certainly is a local product mar- 
ket industry. Almost all of the people in the small-market broad- 
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casters’ business climate are not now subject to the overtime provisions 

of the act. That includes retailers, small service groups, and of 
particular importance to the broade: asting, naturally, because they 
are competitive, is the exemption for certain types of small-market 
hewspapers. 

We hope that we have been able to tell you of the importance of this 
problem to the association and to small- market broadcasters. We 
earnestly hope you will give it your serious consideration. 

Senator Dovexas. I am surprised that 1,700 broadcasting stations 
comprise the small-market broadcasting industry. 

Mr. Tower. Broadcasting, as most people don’t seem to realize, is 
really a small business in terms of establishment size. People tend 
to feel that, well, the big programs come from Hollywood and New 
York and people in this environment know of the big stations, but 
broadcasting, in terms of establishments and the spread ‘of those estab- 
lishments throughout the United States, is small town, small business. 

Senator Doucuas. You say the cutoff on the small-market area is 
considered at 50,000 population outside of a metropolitan center? 

Mr. Tower. The cutoff we are proposing here, the cutoff for radio 
stations and television stations, are those operating in markets of less 
than 50,000 falling outside standard metropolitan county areas, as 
that term is used and defined by the United States Bureau of the Cen- 
sus in making the annual census count. 

Senator Dovueras. For instance, Rock Island, in my State, would 
that be a small-market area or not? The population in the county is 
about 100,000. 

Mr. Tower. I am almost positive that the Quad City area is taken 
as a standard metropolitan market. We have census figures here 
and can readily check. I am not completely certain of this figure. 
My feeling is, however, that approximately 165 or so markets fall 
within the standard metropolitan county area definition. 

Yes, the Quad City area is a standard metropolitan county. This 
concept is not based on population alone. There are many factors 
that go into the definition. This is a concept that is used throughout 
the Government. It is a concept that was not developed by census 
alone. 

We have here definition material which is taken from—this is a 
census publication, and on page 31 of th: at document is a definition 
of the term “standard metropolitan area.” It is a very precise term 
and has a definite and refined meaning to those who are familiar with 
this field. 

Senator Dove.as. I woud like to ask this question: Doesn’t your 
remedy lie in a change of administrative ruling defining the status 
of administrative, professional, and retail capacities, r rather than a 
change in the statute? 

Mr. Tower. That raises a number of problems, Senator. As you 
probably know, to date, in defining these terms, the Administrator and 
past administrators have taken the position that from an adminis- 
trative standpoint one set of definitions is needed and this set of defi- 
nitions covers all American industry that is subject to the overtime 
provision of the act and the minimum wage provision of the act. 

The Administrator, rightly or wrongly, has, in the past, felt that 
administratively you can’t treat individual industry problems sepa- 

rately in the regulations. 
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Senator Dove.as. But where one pays in the form of commissions 
and these commissions are appreciable, so that the joint income from 
salary and sales exceeds whatever the limit is, it would seem to me 
that this might call ag f special ruling. 
Mr. Tower. Well, it might, Senator. Of course, the real tough 
problem in the announcer-sales field is not so much the problem of 
exempt work and the exempt work definition. More acute is the 
problem of handling the overtime-pay aes ation for those who are 
on the announcer-salesman combination, who are ¢ learly not exempt 

Senator, may I just mention one other fact in connection with this 
exemption problem. A month or two ago the Administration con- 
ducted hearings. A member of the staff was a hearing officer, and it 
was a hearing on ne subject of revising the dollar standards for 
ee work. We feel very strongly about this problem. We made 

\ presentation at that time and the burden of owr presentation was 
that a single dollar standard for a given type of exempt work was 
inequitable and discriminatory if applied on a uniform basis through- 
out the United States. 

As you well know, wages in this country correlate very directly in 
all sorts of business, but particularly in local product market busi- 
nesses, with market size. Thus a standard for exempt work that is 
suited to Washington, D. C., or Peoria, Ill., has no application to the 
economic environment in Kew: anee, Ill., or Steam Boat Springs, Colo., 
or Greenwood Springs, Colo. 

The burden of our presentation at that time was if you are going 
to be fair to smal] business establishments, those who are covered and 
engaged in local product market industry, where wages vary by mar- 
ket. size, you have to set up the dollar standard to take into account 
that factor. Otherwise you are being discriminatory against these 
small people and these are the people ‘who can least afford to be dis- 
criminated against in this important area 

I don’t know whether this is asking too much—this is somewhat of 
a lengthy document—it runs 31 pages and has a lot of facts on wage 
rates, the correlation between wage rates, establishment size and mar- 
ket size in broadcasting—but we would like to submit this for the rec- 
ord, too, if it can be done. May we do that, sir? 

Senator Doueias. Certainly. 

Mr. Tower. I shall submit this for the record, a document entitled 
“4 Statement by Charles H. Tower for National Association of Radio 
and Television Broadcasters on Salary Tests for Exempt Work.” It 
bears the date of December 14,1955. I submit it for the record. 

(The document reads as follows: ) 


STATEMENT BY CHARLES H. TowrER FOR NATIONAL ASSOCIATION OF Rapio & 
TELEVISION BROADCASTERS ON SALARY TESTS FOR EXEMPT WORK 


My name is Charles H. Tower. I am manager of the employer-employee rela- 
tions department of the National Association of Radio & Television Broadcasters. 
The National Association of Radio & Television Broadcasters is the only trade 
association in the radio and television industry. It admits to membership radio 
and television stations and networks in the United States. Present membership 


includes 1,252 radio stations, 4 radio networks, 278 television stations, and 4 
television networks. 


The association takes the position that: 
1. A high and inflexible dollar standard for exempt work is inconsistent 
with congressional intent to exempt from the application of sections 6 and 7 
of the Fair Labor Standards Act “any employee employed in a bona fide 
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executive, administrative, professional, or local retailing capacity or in the 
capacity of outside salesman * * *,” 

2. If dollar standards are used, inflexible standards which do not take 
into account such salary differentiating factors as market size, establish- 
ment size, and industry are inequitable and discriminatory unless they are 
oe enough to be equitable for the lowest legitimate segment of a covered 
ndustry. 

3. Changes in levels for dollar standards must be based on relevant 
criteria. 

4. Increases in dollar standards would result in discriminatory hardship 
to small market broadcasters who are already harassed by a multiplicity 
of wage-hour problems. 


I. A HIGH AND INFLEXIBLE DOLLAR STANDARD FOR EXEMPT WORK IS INCONGISTENT 
WITH CONGRESSIONAL INTENT TO EXEMPT FROM THE APPLICATION OF SECTIONS 6 
AND 7 OF THE FAIR LABOR STANDARDS ACT “ANY EMPLOYEE EMPLOYED IN A BONA 
FIDE EXECUTIVE, ADMINISTRATIVE, PROFESSIONAL, OR LOCAL RETAILING CAPACITY 
OR IN THE CAPACITY OF OUTSIDE SALESMAN” 


Section 13 (a) of the Fair Labor Standards Act reads as follows: 

“The provisions of sections 6 and 7 shall not apply with respect to (1) any 
employee employed in a bona fide executive, administrative professional, or local 
retailing capacity, or in the capacity of outside salesman (as such terms are 
defined and delimited by regulations of the Administrator) ;” 

There are two obvious conclusions to be drawn from this language. First, 
Congress intended to exempt from the coverage of sections 6 and 7 of the act 
those employed in the indicated categories. Second, the definition of those cate- 
gories was left to the Wage-Hour Administrator. 

We do not challenge the constitutionality of this congressional delegation of 
authority. The issue is whether the use of dollar standards, at least under 
certain circumstances, results in an application of the law which is contrary to 
to the intent of Congress. 

The language contained in 13 (a), which provides executive, administrative, 
and professional exemptions, originated in State wage and hour laws which were 
in effect before the enactment of the National Industrial Recovery Act. The 
first minimum wage law in the United States was enacted in Massachusetts in 
1912. The law provided for industry wage boards composed of workers, em- 
ployers, and the public which were authorized to recommend miuimum wages 
for individual industries. This law influenced markedly most subsequent State 
minimum-wage legislation. State experimentation and technical experience 
with minimum-wage legislation formed, in turn, the basis for minimum-wage 
action by the Federal Government. In most cases, the wage and hour determina- 
tions under these laws were set on an industry-by-industry basis and the wages 
and hours so set for particular industries were not necessarily uniform through- 
out the State. mee 

The National Industrial Recovery Act, passed in 1933, did not contain any 
specific language exempting executive, administrative, or professional employees. 
However, those exemptions appear in a majority of the codes written under the 
NRA. A salary test was also included in some 91 percent of the codes which 
contained these exemptions. It should again be emphasized that the codes were 
written and the salary tests set, not on a nationwide basis, but on an industry- 
by-industry basis. 2D 

In July 1933, President Roosevelt proposed to sign “‘reemployment agreements’ 
with individual employers. A paragraph of this agreement stated that the maxi- 
mum hours fixed in the agreement “shall not apply to employees in establish- 
ments employing not more than 2 persons’ in towns of less than 2,500 popula- 
tion * * * nor to registered pharmacists or other professional persons em- 
ployed in their profession ; nor to employees in a managerial or executive capacity 
who now receive more than $35 per week * * *.”? 

On May 24, 1937, Hugo Black introduced a bill (S. 2475) which contained the 
basic framework of the wage-hour law. On the same date President Roosevelt 
sent his message to Congress urging passage of this bill. The Black bill, fol- 
lowing the pattern of the State minimum-wage laws and NRA, exempted execu- 
tive, administrative, and professional employees from the provisions of the 


1This was later amended to five persons by Executive order of October 2, 1933. 
2 ame Mayers, A Handbook of NRA (2d edition), New York: Federal Codes, 1934, p. 
336. 
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proposed act. The definition of these terms was left to the Administrator and 
there was apparently very little floor discussion of Just how these exemptions 
were to be determined. : 

In defining and delimiting the categories of exempt work, the Administrator 
has set forth in regulations, part 541, definitions for each of the five categories. 
Dollar standards are included for three of them—executive, administrative, and 
professional employees. In the case of an executive employee, five other stand 
ards are set forth. These five relate directly to job content. They are the type 
of material normally included in a job description. The sixth standard—the 
dollar standard—is the only one that does not relate to job content. A similar 
scheme of definition is set forth for both administrative and professional 
employees, 

Dollar standards for exempt work are used as a matter of administrative 
convenience—as a means of simplifying both the inspection and the compliance 
problem. Their use is justified on an assumed relationship between job con- 
tent and salary. On the correctness of this assumption—that is, on the direct- 
ness of the relationship between job content for exempt-type jobs and com- 
pensation rests the equity of the application. 

There may be some general relationship between salary customarily paid for 
these types of work and job content. On the other hand, there is no direct rela- 
tionship between the two. A salary is paid, not only on the basis of job con- 
tent, but on the basis of such other factors as ability to pay, comparable wages, 
cost of living, institutional forces like unions, and the ethical concepts of 
employers as to what constitutes a fair wage. Salary is clearly not a part of 
job content. A statistical correlation does not change this obvious fact. 

The Administrator's right to use a dollar standard in determining exempt 
work has been questioned by several district courts, but it has been upheld by 
those circuit courts which have passed on the issue. The most pertinent and 
often quoted discussion of the problem is contained in Judge Phillips’ decision 
in Walling v. Yeakley (140 F. 2d. 830 (1944)). There, the Administrator's au- 
thority to use dollar standards was specifically upheld. However, it is signifi- 
cant to note that, even in this case, the court was troubled by the fact that a 
dollar standard, rigidly applied, could result in a nonexempt status for em- 
ployees who were performing the type of work which Congress intended to regard 
us exempt. The decision states, in part, 

“Obviously, the most pertinent test for determining whether one is a bona 
fide executive is the duties which he performs. Admittedly, a person might be 
a bona fide executive in the general acceptation of the phrase, regardless of the 
amount of salary which he receives. On the other hand, it is generally true that 
those in executive positions assume more responsibility and are generally higher 
paid than those who work under the supervision and direction of others. The 
same is true with respect to those employed in administrative and professional 
capacities. Therefore, in most cases, salary is a pertinent criterion and we can- 
not say that it is irrational or unreasonable to include it in the definition and 
delimitation.” 

The last sentence quoted above is of particular interest. Note that Judge 
Phillips said, “* * * in most cases, salary is a pertinent criterion.” Does he not 
mean to imply that, where job content clearly conforms to a reasonable definition 
of exempt work, the salary standard is not pertinent? In our judgment, this 
decision, while upholding the Administrator’s right to use a dollar test, points 
up the inconsistency that may result in doing so. 

The importance of job duties was again recognized in Walling v. General Indus- 
tries Co. (155 F. 2d 711,714 (1946) ). Here, the 6th circuit court said, ‘The most 
pertinent test for determining whether one is a bona fide executive is the duties 
which he performs.” 

In an analagous situation, the Court of Appeals for the District of Columbia 
held that the Federal Communications Commission exceeded its statutory author- 
ity in denying a hearing to an applicant for a television station because that 
application already owned the maximum number of stations permitted by the 
then-existing Commission rule on multiple station ownership. Storer Broadcast- 
ing Co. v. United States (220 F. 2d 204 (1955), cert. granted (94) Oct. 10, 1955). 
Section 309 (a) of the Communications Act requires the Commission to grant an 
application for a station license where it finds that the public interest, conven- 
ience, and necessity will be served by the granting thereof. The Commission had 
promulgated a rule placing a numerical limit on the number of stations a single 
licensee could own and operate. The Storer Broadcasting Co., already owning 
the maximum number permitted by the rule, filed for an additional station. Its 
application was dismissed pursuant to the rule without a hearing. The circuit 
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court, in addition to finding that a hearing should have been granted as required 
by the statute, stated as follows: 

“The rule in question here is not a mere announcement that the Commission 
has adopted the policy of considering, in every case in which the owner of five 
television stations applies for an additional license, whether the grant thereof 
would result in such concentration of control as to be adverse to the public inter- 
est. The rule goes further and says the Commission will ‘in any event’ treat the 
numerical limit as the boundary of public interest, and will deny a hearing to 
the owner of five television stations upon his application for an additional station. 
Thus the Commission freezes into a binding rule a limitation upon its considera- 
tion of the public interest in a respect in which the facts and cireumstances may 
differ widely from case to case. It has decided in vacuo that there can never be 
an instance in which public interest, convenience, and necessity would be served 
by granting an additional license to one who is already licensed for five television 
stations. The power so to decide has not been committed to the Commission.” 

Whether or not the Administrator has the authority to use dollar standards 
in defining exempt work, there is, in our judgment, clearly a limit on that nse. 
Where any significant number of employees must be regarded as nonexempt solely 
because of the dollar standards, a real question arises as to the misuse of statutory 
authority. 

To us this means that, if the current type of inflexible standard is to be used, 
it must be a minimal standard which will not work hardship even for a relatively 
small segment of American industry. If varying standards are used, they can 
be tailored to fit the wage structures of specific segments of the economy. 

The use of dollar standards is, as we have already pointed out, justified on the 
grounds of efficient administration. Recognizing as we do the complexity of 
enforcing an act such as this, we are not unsympathetic to the quest for simplified 
definitions. Yet the desire for administrative efficiency must not intrude upon 
the overriding requirement of the effectuation of congressional intent. That 
intent is to permit the exemption of those who are employed as executive, admin- 
istrative, and professional employees. Dollar standards which render nonexempt 
any significant number of employees who would otherwise be exempt eonflict with 
the intent of Congress, and thereby exceed the delegation of authority under 
13 (a) of the act. 


II. IF DOLLAR STANDARDS ARE TO BE USED, SINGLE STANDARDS WHICH DO NOT TAKE 
INTO ACCOUNT SUCH SALARY-DIFFERENTIATING FACTORS AS MARKET SIZE, ESTABLISH- 
MENT SIZE, AND INDUTRY ARE INEQUITABLE AND DISCRIMINATORY UNLESS THEY ARE 
LOW ENOUGH TO BE EQUITABLE FOR THE LOWEST APPROPRIATE SEGMENT OF A COVERED 
INDUSTRY 


If dollar standards are to be used for exempt work, two separate problems are 
involved. The first is the scheme for the standards—that is, shall the standards 
be flexible thereby taking into account the intra and interoccupational salary 
diversity of exempt jobs in various segments of the economy, or shall they be 
inflexible in accordance with the present scheme.’ The second problem which will 
be discussed in the next section of this statement relates to the level of the stand- 
ards once a scheme has been determined. 

According to the Report and Recommendations on Proposed Revisions of Regu- 
lations, part 541 * * * June 1949* the salary levels for exempt work are “the 
prevailing minimum salaries for this type of personnel” on a nationwide basis. 
Obviously, this is an inflexible standard. With this formulation, the question 
arises as to whether there is a single prevailing minimum salary that can be 
applied to each of the three categories of exempt work on a nationwide basis. 
In our judgment, the answer is “No” unless the standard be set at a point which 
will be equitable for the lowest appropriate segment of a covered industry. 

A single standard which is based on the prevailing minimum salaries for 
exempt work categories in American industry as a whole is based on the proposi- 
tion that there is a substantial degree of uniformity in wages for the same job 


8 We shall assume throughout the remainder of this statement that, as in the case of 


the present standards, any revisions of the salary tests will continue to set separate, if not 
different, standards for each of the three categories of exempt work. ) 

4U. S. Department of Labor, Wage and Hour and Public Contracts Divisions, Washins- 
ton: Government Printing Office, 1949, p. 11. 
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regardless of city size, establishment size, or jndustry In our judgn 
iniformity does not exist. 

From Adam Smith to 1955 it has been recognized that, for the same 
(or even the total attractiveness of a job) will vary—and even over 
run. We confine this discussion to intraoccupational wage 
hetter, diversity) because no one will argue, o ve 
skills, responsibilities, efforts * * * of any two or m« 
wage on these jobs will still be uniform. This rather ious f | 
the initial, basic explanation for alleged interindustry wage differentia 


are not based on job-by-job comparisons. The extent of prevailing intrao 


pa 
tional wage diversity will be documented briefly by scattered references to the 
excellent industry and community wage surveys prepared by the Bureau of 
Labor Statistics of the United States Department of Labor during the last 5 
years, the special wage-hour survey contained in the staff report prepared for 
the purposes of this hearing, and various other sources This data is presented 
for the sake of the record and because we believe that the matter has been given 
inadequate treatment in considering salary tests for exempt work. 

If wages on the same job were ever going to be uniform they would be so 
within one labor market and during a period of full employment In this situa- 
tion both employees and employers are actively competing and it might be ex- 
pected that 1 price for 1 type of labor would result... But the differentials are 
still enormous as shown below : 

1. Anexrempt job—Draftsman, senior, in manufacturing in Baltimore, April 1955 ° 

(a) Range of average straight-time weekly earnings: $60-8130, or about 117 
percent. 

(b) The average straight-time weekly earnings of 50 percent of all draftsmen, 
senior, were within (i. e., above or below) 23 percent of the overall avera f 
$91.50. 

2. Nonerempt job—Billers, machine (women—bdilling machine) in nonmanufac- 
turing in Chicago, April 1955 * 

(a) Range of average straight-time weekly earnings: $40-$85, or 113 per- 
cent. 

(b) The average straight-time weekly earnings of 50 percent of these billers 
were within 19 percent of the overall average of $60. 

For almost 200 years it has been recognized that wages for the same job will 
vary for different labor markets.* A wealth of data exists to show these large 
intercity, interoccupational wage differences.” However, these variations should 
be smaller for many exempt jobs since the labor market for these higher-level 
Jobs is frequently not confined to one city. Looking at the only professional and 
technical jobs covered by the Bureau of Labor Statistics’ community wage sur 
veys, table 1 reveals the most recent intercity differences.” 


‘For a fuller explanation of the causes of intraoccupational wage diversity within 
particular labor markets, see Robert L. Raimon, The Indeterminateness of Wages of 
Semiskilled Workers, Industrial and Labor Relations Review: vol. 6, January 19°53, pp 
180-194; Melvin Rothbaum and Harold G. Ross, Intraoccupational Wage Diversity, Indus- 
trial and Labor Relations Review: vol. 7, April 1954, pp. 367-384; rejoinder—Hiring 
Patterns and Occupational Wage Dispersion, pp. 384—389. 

*U. S. Department of Labor, Bureau of Labor Statistics, Occupational Wace Survey, 
Baltimore, Md., April 1955 (Bull. No. 1172-15), Washington: Government Printing 
Office, 1955, p. 6. 

7* * * Occupational Wage Survey, Chicago, Ill., April 1955 (Bull. No. 1172-14), 
Washington: Government Printing Office, 1955, p. 3. 

‘Adam Smith, An Inquiry Into the Nature and Causes of the Wealth of Nations, 
Edwin Cannan, editor. New York: The Modern Library. 1937. p. 99 

*E. g., Louis M. Solomon, Intercity Variations in Wage Levels, Monthly Labor Review: 
vol. 59, August 1944, pp. 237-250: L. M. David and Harry Ober, Intercity Wage Differ 
ences, 1945-46, Monthly Labor Review, vol. 66, June 1948, pp. 559-604: U. S. Department 
- Labor, BLS, Wages and Related Benefits (Bulls. Nos. 1113, 1116, 1157-1, 2, 3; 1171 

17). 

1” Adapted from Wages and Related Benefits in 17 Labor Markets, 1945 
Labor Review: vol. 78, October 1955, p, 1121. 
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TABLE 1.—Weekly salaries’ for 4 professional and technical occupations in 1) 
labor-market areas, winter 1954-55 * 


Draftsmen 


Labor market Nurses, in- 


dustrial 


Leader Senior Junior 


Atlanta ‘ ‘ $122. 00 $89. 00 $66. 50 
Baltimore : 109. 50 91. 50 63. 00 
Boston 121.00 92.00 69. 50 
Buffalo 123. 00 95. 00 74.00 


Chicago oe ‘ : 127. 00 101. 00 74. 00 
Cleveland 112. 00 99.00 77.00 


Dallas 103. 50 3 00 58. 00 
Denver 125. 00 90. 00 66. 50 
Los Angeles 124. 50 5. 00 79. 50 
Memphis : ; (*) 91.00 64. 50 
Minneapolis-St. Paul | (3) 88. 00 73. 00 
Newark-Jersey City 2. 50 97. 00 71.00 
New York _. 144. 50 5. 50 71.50 
Philadelphia 22.00 00 68. 50 
Portland lh ‘ anda 50 76. 00 
San Francisco-Oakland --. : ; 50 78. 00 


a a a ae dicdendtina’ ‘ 3. 00 73. 00 


1 Stardard salaries paid for standard work schedules of full-time men draftsmen and women nurses. 

? The areas were surveyed during the following months: 1954: September, Buffalo and Dallas; October, 
Cleveland; November, Minneapolis-St. Paul and Philadelphia; December, Denver and Newark- 
Jersey City; January, San Francisco-Oakland; February, Memphis and St. Louis; March, Atlanta, Los 
Angeles, New York; April, Baltimore, Boston, Chicago, and Portland. 

3 No data or insufficient data to warrant presentation. 


The substantial intercity wage diversity, even for exempt-type jobs, may be 
seen below. But it must be emphasized that all of these cities are large metro- 
politan areas. No account has been taken of the bulk of cities in the country 
which are smaller in size. Intercity wage differences need to be measured by 
city size. This is especially significant for the local product market industries 
where the upper limit on the size of the establishment and, regardless of varia- 
tions in establishment size, the upper limit on total revenue is dictated by the 
number of people or buyers in the local area. National product market indus- 
tries (i. e., manufacturing, for the most part) naturally tend to have smaller 
intercity wage differences because: (1) Employers in such industries must com- 
pete cost-wise against others scattered throughout the country; (2) “* * * multi- 
location operations are more common among manufacturing enterprises; ” 
(8) Union pressures in many manufacturing industries toward nationwide wage 
uniformity; and (4) because size of establishment is not limited, in the revenue 
sense, by the size of community as it is in local product market industries. 

But even in national product market industries large differentials based on 
city size are frequently apparent.” The Bureau of Labor Statistics surveys rela- 
tively few local product market industries on a regular basis and covering small 
as well as large cities. Perhaps the best data of this type, arranged by city size, 
are union wage scales published by Bureau of Labor Statistics for the building 
trades, printing trades, local transit and baking industries, and for motortruck 
drivers and helpers. City-size differences in the building and printing trades 
are shown in table 2. That wages vary directly with city size in local product 
market industries may also be observed in Bureau of Labor Statistics studies 
of power laundries, hotels, auto repair shops, and department, clothing, and 
women’s ready-to-wear stores. And that wages vary with city size regardless of 
the local or national nature of the product market may be seen from various 
intercity income studies (on a job-by-job basis, and on a per-capita basis) .” 


" Toivo P. Kanninen, Wage Differences Among Labor Markets, 1953-54, Monthly Labor 
Review, vol. 77, October 1954, p. 1095. 

ak. g., U. S. Department of Labor, BLS, Wage Structure series: Footwear (Rept. No 
46). May 1953. pp. 25-27; Petroleum Production and Refining (series 2, No, 83), Octo 
ber—November 1951, pp. 31-32; Hosiery (Rept. No. 34), November 1952, pp. 3-14; Work 
Clothing (Rept. No. 51), July 1953, p. 14; Household Furniture (Rept. Ro. 76), 1954, 
pp. 3-12; Structural Clay Products (Rept. No. 77), May 1954, p. 12; Men’s and Boys’ 
Dress Shirts and Nightwear (Rept. No. 74), May 1954, pp. 4, 13, 14; Leather Tanning 
and Finishing (Rept. No. 80), May 1954, p. 15. 

%E. g., Maurice Leven, The Income Structure of the United States, Washington: the 
Brookings Institution, 1938, pp. 36-46; Herbert Klarman, A Statistical Study of Income 
Differences Among Communities, Studies in Income and Wealth, vol. 6 (N. B. E. R., Confer 
ence on Research in Income and Wealth), 1943, pp. 206—226. 
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If cities of less than 40,000 population were covered, there would appear (to be 
no reason to assume that wage levels would not continue to vary directly with 
city size in the two local product market industries shown in table 2. There are 
some indications of a poorer relationship between wage levels and city size in 
those parts of local product market industries which are national, regional, or 
at least not completely local in nature.* 


TABLE 2.—Average union hourly wage rates in the building trades by city-sir 
groups, July 1, 1951" 


Journey me Newspapers 
Market size building trades part of print 


trades 


ii 


| million and over $2. 747 
“00,000 to 1 million 2. 593 
250,000 to 500,000 2 407 
100,000 to 250,000 2. 303 
4,000 to 100,000... 2. 249 


Adapted from U. 8. Department of Labor, B. L. 8., Union Wages and Hours: Building Trades, July 
1, 1951 (Bull. No. 1051), pp. 12-13; Union Wages and Hours: Printing Industry, July 1, 1950 


Au 


1018), p. 9. Only time limitations precluded the use of more recent bulletins in these industries 


Bull. N 


TaBLE 3.—Cumulative percent distribution of establishments employing erecu 
tives by lowest executive weekly salary in the establishment, first & months 
1955 * 


Percent of establishments 


| Under 2.5 2.500 to 
10,000 


10,000 to 100,000 or 
100,000 more 





Under $75 
Under $90 


Under $100_- Ce, a 


1 | 


| 

| 

: : P } 
Ns ck dccbeedenees 5S esabarn at te dee 5 | 


Number of establishments employing executives. -._-_- 1, 738 


Adapted from special wage-hour survey contained in U. 8. Department of Labor, Wage and Hour and 
Public Contracts Divisions, Earnings Data Pertinent to a Review of the Salary Tests for Executive, Ad- 
ministrative and Professional Employees, as defined in regulations, pt. 541, Washington: GPO, November 
1955, p. 32. 


For exempt jobs, data collected by city size are hard to find. Although not 
usually thought of as a local product market industry, municipal government 
is a field where wages for both nonexempt and exempt types of work generally 
vary with city size.* The special wage-hour survey contained in the wage-hour 
report prepared for the purposes of this hearing contains some data by sity size, 
but this material is subject to two major limitations—the data is not collected 
by jobs, the data does not include those employees now considered nonexempt 
solely because they are earning a salary below the current salary tests set by 
wage-hour. But even with these significant limitations, table 3 shows that some 
of the wage-hour data reveals large salary differences between cities of different 
sizes, 

It should be noted that one of the factors underlying the correlation between 
wages and city size is establishment size. It is not uncommon for wages and 


™% Compare wages in book and job printing with those in newspapers (cf. supra, table 2, 
note a, * * * Printing * * *, P 9) and the cracker and cooky part of the baking industry 
with the pie and pastry part (U. S. Department of Labor, BLS, Union Wages and Hours: 
The Baking Industry, July 1, 1951 (Bull. No. 1053], p. 7). 

See the annual publication of the International City Managers’ Association, the 
Municipal Yearbook, and, for public-school teachers, periodic surveys by the Nationa! 
Education Association. 
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establishment size to correlate in both national *® and local ™ product market in- 
dustries. Thus, when the upper limit of the size of an establishment is limited 
by the size of the community able to support a particular establishment, as it is 
in local product market industries, the relation between city size and wages is 
strongly reinforced. This is perhaps most clearly revealed by retail chains, 
here, to the extent of our knowledze, city size (and therefore establishment 
size) is universally used as the key determinant in the setting of wages and 
saluries for nonexempt and exempt employees.” 

The comment above, although barely seratching the surface, has emphasized 
that 

(1) even in the narrowest wage comparison (intracity during full em 
ployment) reveals large wage diversity for both exempt and nonexempt 
jobs; 

(2) wages and salaries tend to vary directly with city size, specially in 
the local prednet market industries. 

With this diversity what meaning can there be to the concept of a single 
prevailing minimum? It is obvious that there are many prevailing minimums, 
The effect of adhering to this fiction is to deprive many employers in some 
industries in small cities and in small establishments of an equitable applica- 
tion of the terms of the act and to contravene the intent of Congress by labeling 
as nonexempt, solely because of a failure to meet a dollar test, a significant 
number of employees who should, by job duties, be exempt. There is no reason 
to believe that Congress was any less solicitous of the operating problems and 
needs of small businesses—-particularly those in the smaller markets—than of 
those of the large corporations in the big metropolitan centers. Indeed, the 
necessity for operational flexibility in the employment of key personnel is 
probably greater for the employer of 20 than for the employer of 2,000. Yet, 
a so-called single prevailing minimum places an unwarranted burden on those 
least able to carry it. 

A recognition of this fact leads to a choice between two alternatives. One 
is a dollar standard which is low enough to be equitable for the lowest legitimate 
segment of any covered industry; the other is multiple standards which recog- 
nize the diversity of wage structures. Neither of these alternatives simplifies 
the administrative problem. The first would reduce the effectiveness of dollar 
standards as an investigatory tool. The second would require numerous in- 
dividual determinations undoubtedly based on industry hearings.” Either 
choice adds to the administrative burden. On the other hand, administrative 
efficiency cannot be raised to a principle of statutory construction. The intent 
of Congress for an equitable application of the act to all segments of the economy 
cannot be submerged by the dictates of administrative convenience. 


Iltl, CHANGES IN LEVELS FOR DOLLAR STANDARDS MUST BE BASED ON RELEVANT CRITERIA 


After it has been determined whether to use flexible or inflexible salary tests, 
the problem arises as to the specific level at which the tests should be set. Any 
formula that is used must take into account the conflicting considerations of 
administrative efficiency and congressional intent. The first consideration argues 
for a high standard—in theory, sufficiently high so that salary alone would be 
a sure guidepost in the identification of exempt employees. Congressional intent 
argues for a standard low enough to accommodate the lowest-paid, otherwise 
exempt job. Adherence to the consideration of efficient administration alone 
would result in labeling as nonexempt many exempt jobs; while adherence to 
a literal interpretation of congressional intent would call for a dollar standard so 


6K. g., T. N. E. C., Hourly Earnings of Employees in Large and Small Enterprises 
(Monograph No. 14), circa 1939. Cf. supra, p. 11, note 8: Petroleum, pp. 29-30; Work 
Clothing, pp. 812-313; Household Furniture, p. 312; Structural Clay Products, pp. 3, 11 
Men’s and Boy's Dress Shirts and Night Wear, pp. 411-412; Leather Tanning and Finish- 
ing, p. 14. Cotton Textiles (Rept. No. 82), November 1954, pp. 26-27. 

“wR. g., U. S. Department of Labor, BLS, Department and Clothing Stores, 1945 (Wage 
Structure Series 2, No. 26), p. 8, reaffirmed in Department and Women’s Ready-to-Wear 
Stores, 1948 (Wage Structure Series 2, No. 68). p. 5. 

6% E. g.. Stanley L. Balmer and Joel Dean, Gearing Salaries of Nationwide Chains to the 
Geographical Structure of Wages, Journal of Business: Vol. 20, April 1947, pp. 96 115. 
Note that regions are spec ifically eliminated as a necessary element in the setting of w: 
by ret: iil chains. City size is the only factor considered. 

‘Industry wage determinations are made under most State minimum wage laws and | 
substanti il number of them use market-size breakdowns within certain industries as wel 
Lecalitvy wage determinations are made under the provisions of the Davis-Bacon Act 
other Federal statutes. 
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ww that it would be of no practical value to either the Wage and Hour Division 
or to employers. A compromise is obviously in ordet 

Stated descriptively, a compromise calls for a dollar standard 
some degree of administrative utility but which, at the same time, mini: 
distortion of congressional intent. A prevailing minis 
oncept—assuming that these terms can be given some re 
tion—may be useful if the area for the determination of su ma 
sense in terms of existing salary structures. kor example, local prod 
market industries the area of determination could reasonably be based (1) on 

particular industry, (2) on city size and/or (3) on establishment size \ 

prevailing minimum for a particular exempt category is, as we have pointed 
out, inequitable if applied on a nationwide basis unless it is set at a very low 
evel, 
Perhaps “the” question is—How many otherwise exempt jobs shall be de 
clared nonexempt for the sake of administrative efficiency? At some point this 
question has to be answered. Perhaps more important than the precise answer 
s the method by which it is reached. In our judgment, the answer has to be 
based on a careful analysis of salary data for exempt jobs viewed according to 
existing compensation patterns. Eventually a determination has to be made as to 
just what percentage of establishments or employees will be sacrificed for the sake 
of administration. 

The general formulation applies whether inflexible or flexible standards are 
used. With inflexible standards, the percentage factor cannot be applied on a 
nationwide basis without creating substantial inequities in the application of the 
aw, or without vitiating almost completely the identification purpose of salary 
tests. This is because the percentage factor must be applied to the lowest 
paying segment of any covered industry or else congressional intent will be 
thwarted and economic discrimination against some industries will surely result. 
With flexible standards, the percentage is applied separately to each appropriate 
segment of a covered industry. For example, after holding a special hearing 
for the broadcasting industry it might conceivably be determined that city size 
is the only basic salary-differentiating factor in this industry. If this were the 
case, the appropriate city-size groupings would be defined and the percentage 
factor would then be applied by some reasonable method to be determined at 
the broadcasting industry hearing. 

In determining the specific level of the salary tests many factors have been 
suggested as appropriate criteria. We have already considered immediately 
above the one criterion which we submit is, by far, the most significant—namely, 
the application of a percentage factor to current salary data for exempt jobs in 
particular segments of particular covered industries. Several criteria suggested 
by others are discussed briefly below. 


1. Cost of living 
It can be argued that cost-of-living changes are as good a yardstick as any 


g 
other if a careful reexamination of the dollar standards problem is not to be 
undertaken. From 1949 to October 1955, the Consumers’ Price Index increased 
12.9 percent. Thus, the real wage equivalents of the current standards will be 
maintained by applying this increment in the cost of living to the current 
standards. Even this increase would not be equitable for certain segments of 
industry. 


J 


Vinimum wage 


In anticipation of the contention that the minimum wage has been raised by 
more than the cost-of-loving increase and, a fortiori, the salary tests should be 
changed in the same proportion, it should be emphasized that there is no logical 
relationship between raising the real subsistence standard of living and setting 
salary tests for exempt workers at well above that subsistence level. It can be 
argued with some degree of persuasion that the real minimum wage should be 
increased for social and humanitarian reasons. Put these arguments can 
hardly be advanced for the salary levels under consideration. 


8. Economic impact of revising current salary standards on the economy 

The wage-hour report provides no information on the aggregate increase in 
total salaries that might result from revised salary tests. This is scmewhat 
Surprising in view of the obvious cost impact to employers and the obvious addi- 
tion to total money incomes at a time when the economy is booming and the 
Problera of the day is curbing inflation. 
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Upward revisions of the salary tests will boost costs and incomes by— 
(a) additional overtime pay to many employees now considered exempt; 
(b) direct salary boosts to maintain exemptions ; 
(c) indirect salary boosts to maintain salary differentials; 
(d) indirect wage boosts to maintain nonexempt-exempt differentials ; and 
(e) additional overtime pay and direct and indirect salary increases be 
cause of the yet-unconsidered, but probable, increase in the $100 salary 


level which now permits use of the shortcut tests in determining exempt 
status. 


4. Salary trends for erempt workers 
We have not presented salary trends data from 1949 to the present because- 

(a) We do not have such data. 

(b) We present detailed data in part IV of this report on current salary 
levels for exempt jobs and we contend that this data is sufficient in the setting 
of appropriate salary tests for the radio and television broadcasting industry. 

(c) Even if we had such trends data, its use would only perpetuate and 
probably magnify, errors caused by the 1949 determination of the current 
salary tests. This is because, to the extent of our knowledge, this determi- 
nation was not based on the concept of a percentage factor applied to par- 
ticular segments of particular covered industries. 

0. Wage trends for nonexempt workers 


Changes in the levels of nonexempt wages are relevant only to the extent that 
they correlate with changes in levels for exempt salaries. More complete infor- 
mation on the nature of this correlation is essential before such important 
decisions are premised on its existence. There is reason to believe that, at 
least in some industries, there is a substantial lag between movements of wages 
of exempt and nonexempt workers. 


IV. INCREASES IN DOLLAR STANDARDS WILL BRING ABOUT DISCRIMINATORY HARDSHIP 


TO SMALL-MARKET BROADCASTERS WHO ARE ALREADY HARASSED BY A MULTI- 
PLICITY OF WAGE-HOUR PROBLEMS 


Increases in dollar standards for exempt work are of chief concern to broad- 
casters in the smaller markets and in the smal] stations in or adjacent to the 
larger metropolitan centers. These are small station operators and there are 
many of them. They operate in radio with staffs of from 7 to 15 people, and with 
revenues from $50,000 to $125,000 per year, contributed in large part by local 
advertisers. They serve a local market with what is, for the most part, a locally 
developed product. The service for a full-time station is normally 16 to 18 hours 
per day, 7 days per week. The revenue they can get, the profit they can make, 
and the wages they can pay are limited by the economics of the community 
which they serve. 

These stations, because of their size and the nature of their business, have 
had their share of wage-hour problems. They sometimes look with envy on 
the many small businesses with whom they associate and who are not subject 
to the overtime requirements of the act. 

If inequitable dollar standards are imposed upon these broadcasters, they will 
be just one more wage-hour burden * * * a burden which is built upon the 
requirements and needs of the major manufacturing industries and which is com- 
pletely unrelated to their small-market conditions. This burden will be just one 
more straw. The back of the camel will probably not break but it will be 
sorely and unjustly tried. 


On the following pages is set forth a description of the impact of this problem 
on broadcasting. 


1. A description of the industry 


Broadeasting data has two major components—radio and television. In both 
its aspects broadcasting is a local-product industry insofar as the stations are 
concerned. Some radio stations and, as of the present writing, most of the tele- 
vison stations, are affiliated with nationwide networks which provide, on 4 
contract basis, program material which is disseminated to the listening and the 
viewing public through local stations. In radio the extent of the local coverage 
depends upon the power of the transmitting facilities. For the typical small- 
market station with 250 watts of power the daytime radius coverage will be 
about 18 miles and the nighttime coverage less than half of this. In television 
there tends to be much greater uniformity in coverage because television is, at 





be 


lem 


hoth 
are 
tele- 
mm a 
| the 
rage 
nall- 
ll be 
ision 
is, at 


AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 3S] 


leust theoretically, a line-of-sight transmission medium. The typical television 
station signal will reach out about 45 miles. 

Revenue for radio and television stations comes from 3 major sources if they 
are network affiliates and from 2 major sources if they are independent. The 
three sources are network, national spot—that is, money spent directly on local 
stations by national advertisers—and local. An independent station naturally 
gets no network revenue. The overwhelming percentage of a small-market sta 
tions’s revenue is from local advertisers. 

As of February 1, 1955, there were 2,686 AM, or standard, broadcast stations 
on the air. These stations were located in over 1,200 cities and towns throughout 
the United States. As of September 25, 1955, there were 441 television stations 
on the air. They were located in approximately 250 cities and towns. At the 
present stage in the growth of the television industry, which is really no 
more than 10 years from a commercial point of view, the stations tend to be 
found in the larger markets. Eventually smaller-market stations will be eco- 
nomically feasible, although, because of different operating cost structures be- 
tween radio and television, it is unlikely that the distribution of television sta 
tions will be as broad as that found today in radio. The following is a distri- 
bution of radio and television stations by market size: 


TABLE 6.—Radio and television stations by market size 


Number of Nop rof 
Market size AM st 
Less than 10,000 624 
10,000 to 24,999 H21 s 
25,000 to 49,999 ' 
5),000 to 99,999 62 ‘ 
1),000 to 249,999 2s ] 
250,000 to 499,999 22 
400,000 to 999,999 o4 f 
000,000 to 2,500,000 ; 27 
Over 2,500,000 l 4 
Total 2, 686 441 
City sizes are based on standard metropolitan areas and on 1955 population estimates in Sales Manage- 


ment’s Survey of Buying Power. 


The outstanding characteristic of the broadcasting industry in terms of the 
problem here being considered is its diversity. This diversity is reflected in 
prices for the product, revenue, operating expense, number of employees, and 
wige rates. Most of these elements of diversity relate to size of operation. As 
with all local product industries there is a substantial correlation between size 
of establishment and market size. When a business is engaged in servicing a 
local community, the size of that community places an outer limit on the size 
of that business. 

illustrative of the correlation between establishment size and market size 


s the breakdown of average per-station employment in radio according to market 
size as Shown in table 7. 


TABLE 7. Radio station employment size according to city size’ 


Average radio atation 
Market size: ? employment size 


Less than 10,000 


al a et ee ee 10.0 
10,000 to 24,.999____ sie oiacialiadin Seinen oh annie aaa ewetianiods ae - 13.3 
I a a a re a a lin wbslainss an bana 2 eS 
I a i gs sia inane Lg sruaienaseee iene os 1.3 
NO 68 eter hae hte ek tee ie i L wicieive ee 
I ee a 8 th i ds ati Ss bs ented aol 25. 9 
al ine cece =e 31.3 
I a a rani eeanebs -litpsinitimenmy Hae 
I a i in te i ws els etree eae ek ipacaiiantn 43.6 
ee TN i sin sd ct Ses as saa a a ee oes 


National Association of Radio & Television Broadcasters, employer-employee relations 
department, Radio: Wages, Hours, Employment, 1955, pt. 3, Summary and Analysis 
(Washington, NARTB, December 1955 (forthcoming), pp. 14—16. 

* See note on preceding table 6. 
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We have made studies of correlation coefficients, for other purposes, of revenue 
size and employment size in radio broadcasting. The correlation coefficient is 
+.7 or more. Therefore, this is some indication that if employment size varies 
directly with city size, then revenue size will also vary directly with city size. 

In evaluating the above figures it is important, from an operational standpoint 
of view, to keep in mind that the station in the market of 12,000 is for all prac- 
tical purposes on the air just as much as the typical station in the market of 
500,000. Except for the daytime-only stations, the overwhelming majority of 
radio stations operate 16 to 18 hours a day 7 days a week. To cover this amount 
of air-time with a staff of 9 or 10 people presents a real challenge to operating 
ingenuity. 

2. Wage structure in broadcasting 

In radio broadcasting we have detailed salary data for two generally exempt 
jobs found in practically all radio stations regardless of the size of these sta- 
tions—program manager and chief engineer. Brief job descriptions” for these 
two jobs are presented in appendix A. 

The subsequent salary data has been taken from parts I and III of our recent 
survey of wages, hours, and employment in radio broadcasting. That salaries 
in this industry, like all local product market industries, vary directly with city 
size may be seen from table 8.: Note that the nationwide averages at the bottom 
of this table are practically meaningless when considering the wage structure 
of radio broadcasting. Table 9 shows that the situation is no different for six 
generally exempt jobs in television broadcasting.” 


TABLE 8.—Average gross weekly wages for program managers and chicf engineers 
in radio broadcasting, February 1955 


Market size | Program | Chiot engi- 
manager | neer 


Less than 10,000 
10,000 to 24,999 
25,000 to 49,999 
50,000 to 99,999 
100,000 to 249,999 


$83.11 $82. 68 
86.467 | 91. 44 
92. 21 06, 53 
109. 55 100. 68 
108. 13 112. 39 
120 120. 546 
130. 138, 9¢ 
150. 148. 93 
144. 140. 99 
104. 105. 44 


500,000 to 999,999 

1 million to 2.5 million 
Over 2.5 million 
Nationwide average __- 


Taste 9.—Percentage salary differentials based on the average gross weekly 
salary for each of 6 generally erempt jobs in television broadcasting ’ 


engineer | manager | director manager | director 


Less than 25,000 107 | 103 | 100 | 100 | 


aes a 100 100 | 100 101 
100,000 to 249,999 ; 120 119 105 | 

250,000 to 499,999 ; 129 117 | 108 

500,000 to 999,999 a 149 144 115 

3), 159 152 138 

Nationwide average ; 27 | 22 | 112 


| 


1 The lowest average weekly salary for each job=100. 


i = ; —— ek ik 
| 
Market size | Chie Program | Producer- |Art director) Promotion| Farm 
! 


The economic impact of revised salary tests in radio broadcasting cannot be 
evaluated in terms of the above salary data even though they are arranged by 
city sizes. This is because these are typical figures—in this case, means. To 
ascertain the effects of an upward revision of the current salary tests, it is vital 


20 Prepared by the National Association of Radio & Television Broadcasters, employer- 
emplovee relations department. 

Cf. supra, p. 23, note 1. 

2Unless otherwise noted, all wage and employment data provided for television has 
been taken from a forthcoming survey prepared by the National Association of Radio and 


Television Broadcasters, employer-employee relations department, covering September 
1955. 
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to look not at average salary figures but at frequency distributions of actual 
salaries. Unfortunately, notice of the subject hearings was not received suffi 
iently early to allow such frequency distributions to be formulat 
basic data. However, we do have (1) medians showing the effect 
salary tests on approximately 50 percent of al! stations in a particular 
(2) middle 50 percent figures showing the effect on approximately 25 perce! 
and 75 percent of all stations, and (3) we have computed especially for this 
hearing the salary levels at which 10 percent of all stations would be affected 

The economic impact of revised salary tests in radio broadcasting may be 
evaluated, at least partially, from table 10. This table shows the sa 
which would affect 10 percent, 25 percent, and 50 percent of all establishments 
in each of 9 city-size categories. In the 2 largest market sizes the data is further 
broken down by large stations (30 or more employees) and small stations (less 
than 30 employees). The intluence of establishment size is clearly apparent and, 
if the data were readily available, would probably be reflected in all cities of 
100,000 or more. 


ci 


ary levels 


TABLE 10.—NSalary levels for 2 generally exren 


/ 


ble shows the salary levels at v ‘= neralls el 
iwccording to 3 different cu 


ats 


than 10,000 
(00 to 25,000_.- 
25,000 to 50,000_- - 
000 to 100,000. - 
100,000 to 250,000. - - 
250,000 to 500,000 
,000 to 1,000,000 
1 to 2,500,000. _ 
2,500,000 and over 


1,000,000 to 2,500,000: 
Small stations (less than 30 employees 


Large stations (30 or more employees 


2,500,000 and over: 
Small stations (less than 30 employees 


Large stations (30 or more employees) 


It may be seen from table 10 that there seems to be a break in the data 
between cities with a population of 250,000 or less and those above. In the 
cities up to 250,000 (comprising about 79 percent of all radio stations), 10 per- 
cent of all radio stations would be affected by salary tests varying from $65 
to $77—the unweighted mean is $71 and 6 of the 10 figures being averaged are 
at or below this mean. For these same cities, the 25 percent impact varies from 
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$74 to $92—the unweighted mean is $82 and 6 of the 10 dollar figures being 
averaged are at or below this mean. 


TABLE 11.—Salaury levels for 6 generally ezempt television jobs 


{The following table shows the salary levels at which 6 generally ex¢ mpt broadcasting jobs would be 
rendered nonexempt according to 3 different cutoff percentages. The percentages are based or 
establishments affected. ‘The wage rates are broken down by market size] 


Estimated Percent of Weekly salary levels for generally 
number of stations exempt jobs 
Market size stations in affected 


each market | by varying 
size salary Chief Program Producer- 
levels engineer manager director 


Less than 25,000 $110 $100 


125 105 
140 125 
100 SH 
110 110 
125 125 
116 101 
130 i25 
145 150 
125 125 
135 130 
é 160 145 
500,000 to 1,000,000 iy 150 139 
155 1) 
180) 180) 
150 120 
190 175 
205 190 
61 50 
65 60 
75 BS 
jb 55 
65 70 
80 95 
51 6 
65 70 
85 90 
65 55 
RI | RH 
95 | 105 
76 | 76 
&5 
100 
90 | 
100 | 


25,000 to 100,000 
100,000 to 250,000 


250,000 to 500,000 


Over 1,000,000 
Less than 25,000 
25,000 to 100,000 
100,000 to 250,000 
250,000 to 500,000 
500,000 to 1,000,000 


Over 1,000,000__. 


1 Insufficient data. 


The economic impact of revising the salary tests on television broadcasting 
is revealed in table 11. Brief job descriptions for 4 of the 6 jobs contained in 
this table are presented in appendix A.“ It may be seen from table 11 that, with 
one exception, the 10 percent impact for program managers and chief engineers 
is reached at the $100 (or higher) level. But the job of producer-director, exempt 
as an executive-professional employee, would be subject to the 10 percent impact 
at levels varying from $75 to $90—4 of the city sizes are at $75 or $76, 1 at $80, 
and 1 at $90. The 25 percent impact is from $75 to $105—2 city sizes are at the 
$80 level and 1 city size is at each of the $75, $80, $90, and $105 levels. 

Referring to the second page of table 11, it may be seen that the level of wages 
is considerably lower for these three generally exempt jobs than for those on 
the first page of this table. Here, the 10 percent impact is reached, on the 
average, at $55 for television stations in the smallest 2 city sizes, and the 25 
percent level varies from $60 to $70. In the cities with over 100,000 population, 
2 of the jobs, art director and promotion manager, show generally the same 
percentage-impact pattern. The 10 percent impact in the 2 cities with a popula- 
tion falling within 100,000 to 500,000 varies from $51 to $65 and, in the 2 largest 
city sizes from $76 to $90. The third job, farm director, is at a higher salary 
level, but even here the 10 percent impact never reaches $100 in any market-size 


2 The remaining 2 jobs, program manager and chief engineer, are basically similar in 


job content to the 2 jobs with the same titles in radio broadcasting. The latter 2 
jobs are described in appendix A. 
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group. The 25 percent impact reaches $100 in only 1 large city size, and $100 
vould affect 50 percent of all stations in the 2 (probably 3) lowest city sizes 


Conelusion 


From this large volume of data let me make four short points which provide 
the crux of the broadcasting industry’s stake in this vital problem: 

(a) Small-market stations are low-cost, low-revenue, small-staff operations 
providing a local service to their listeners 16 to 18 hours per day, 7 days per week. 

(0) Broadcasting at the station level is a local product market industry. 

(c) As with all local product market industries, wages and salaries in broad 
casting vary directly and substantially according to market size and establish 
ment size. 

(d) Increases in the current dollar standards which would cause an unreason- 
able degree of dislocation among otherwise exempt employees will further 
complicate the already difficult problem of small-station compliance with the 
Wage Hour Act. 


APPENDIX A 
JOB DESCRIPTIONS FOR SELECTED RADIO AND TELEVISION JOBS 


l’romotion manager, television 

Supervises and directs the work of the employees of the promotion department 
Plans and directs sales promotion campaigns designed to sell the station's time 
placed in newspapers, Inagazines, radio and television, etc. Plans campaigns 
designed to build audience for station. Develops publicity for station and station 
personalities in newspapers, Magazines, trade press, etc. Supervises the planning 
and execution of merchandising campaigns for advertisers. Coordinates with 
sales department, programing department, advertising agencies, etc. 
Producer-director, television 

Supervises the general planning of a program. Disburses funds from the pro 
gram budget for various program elements. Selects scripts, determines sets and 
props required, secures guests, selects talent, selects music. Kehearses the cast, 
perfects performance, and directs on-the-air programs. 
irt director, television 

Consults with producer-director to determine the visual elements of the pro- 
gram. Selects, often in consultation with the producer-director, the necessary 
sets and props. Creates the sets or props if required. Directs the work of artists 
in creating visual elements of the program. Supervises the installation of the 
sets and props by floormen. Often, in consultation with the promotion manager, 
plans and creates visual audience and sales promotional material for the station 
Farm director, television 

Plans and supervises the execution of programs directed at farm audience 
Usually appears on the air on farm programs. Supervises the building of scripts, 
guthering of farm news. Prepares programs from personal observation, inter 
views with news services, etc., consultation with farm experts. 
Head of film department, television 

Supervises the film department employees who splice and edit all film used 
on the station. Often recommends the purchase of feature and syndicated film 
Often responsible for buying routine film, standby film, or securing free film. 
Often schedules or assigns work to projectionists. If station does any original 
filming, the film director often assigns crews and supervises the developing of 
this film. Recommends the purchase of necessary equipment. 
Chief engineer, radio 

Supervises the operation of the station’s technical equipment, both studio and 
transmitter. Supervises the assignment of control-room engineers, transmitter 
engineers, and maintenance engineers. Generally hires and fires or recommends, 
establishes workweek and schedules and assignments. Directs installation and 
construction, maintenance and major repair work. Plans expansion of facilities. 
Makes effective recommendations for the purchase of equipment. 


Program director, radio 


Administers program department, determines salaries in cooperation with the 
ceneral manager, plans overall program schedule, auditions and employs talent, 
plans and creates programs in consultation with program department. Makes 
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policy recommendations concerning type of programs to be carried. Oversees the 
budget requirement for the program department. Purchases packaged programs 
from agencies or producers. Coordinates with chief engineer in arranging fo: 
the necessary technical equipment and crews. Coordinates with promotion 
department to develop promotion and publicity for programs. Coordinates with 
sales department in developing programs which have sales value. 

Senator Doveias. Thank you very much, Mr. Tower. 

Mr. ‘Towrr. I thank you, sir. 

Senator Doveras. I see that we have a very distinguished Member 
of the House of Representatives with us, Congressman Cecil R. King 
of California, I know that you have many things to do, Congressman 
King, and since you are accompanying a witness, would you like to 
come forward with your witness ¢ 

Mr. Kine. I would appreciate that, Senator. 

ens itor Dovenias. Did you want to make a statement ¢ 
. King. No, I don’t, Senator. Thank you. 
Senator Dovcias. Mr. Moore. 


STATEMENT OF WILLIAM D. MOORE, OVERSEAS OPERATIONS MAN- 
AGER, VAN CAMP SEA FOOD CO., INC.; ACCOMPANIED BY HON. 
CECIL R. KING, OF CALIFORNIA; AND LINTON M. COLLINS, 
COUNSEL, VAN CAMP SEA FOOD CO., INC. 


Mi. Moorr. Senator Douglas, I have with me Mr. Linton M. Collins, 
my counsel. 

My name is William D. Moore, Jr. I am overseas operations manager 
for Van Camp Sea Food Co., Inc., of Terminal Island, Calif. I am 
grateful for the opportunity of being present today to urge considera- 
tion by your committee of legislation for the exemption of American 
Samoa from the wage and hour provisions of the Fair Labor Stand- 
ards Act of 1935, as amended. 

In view of the shortness of time, we prepared a statement which we 
respectfully request be studied by your committee and ine orporated 


into the record of these hearings. It is restricted to the question of 
the needs in Samoa. 


Senator Douetas. That will be done. 
(The statement reads as follows :) 


STATEMENT OF WILLIAM D. Moore, Jr., OVERSEAS OPERATIONS MANAGER OF VAN 
CAMP Sea Foop Co., Inc., TERMINAL ISLAND, CALIF. 


Among bills now being considered by this honorable committee, is S. 2404, 
introduced by Senator Smith of New Jersey to amend the existing Fair Labor 
Standards Act, generally referred to as the Wage and Hour Act. This bill adds 
a new section 6 (3) to the Fair Labor Standards Act and provides that employees 
in Guam, American Samoa, or Wake Island shall be paid “not less than the ap- 
plicable rate established by the Secretary of Labor,’ who “shall determine 
and promulgate, following a public hearing on the matter, the minimum wage 
rate which he shall find appropriate for suc h geographic al area or particular 
work in conformity with the policy of this act.’ 

There is also under consideration S. 1127, introduced by Senator Martin, to 
redefine the word “State” as now defined in the act. The latter bill would restrict 
the definition of “State” to “any State of the United States or the District of 
Columbia, Alaska, Hawaii, Virgin Islands, or the Commonwealth of Puerto 
Rico.” This would eliminate from the existing coverage of the act, Guam, 
American Samoa, Wake Island, Canal Zone, or any other possession or Territory 
of the United States not specifically mentioned. 

Our statement is primarily restricted to the American Samoan Islands with 
which we are personally familiar and about which we feel we can talk. We have 
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no facts, except hearsay, concerning Guam, Wake 
this, we understand there is a contrast between the 
and in Samoa. 

We urge that some legislation be offered by this committee for adoption by 
this Congress, and before adjournment, for relief and exemptions from the terms 
of existing law, in American Samoa as set forth in S. 2404. A minimum wage of 
$1 per hour, as required under present law, is unrealistic, unwarrants 
questionably will have a deleterious effect upon the economic and 
of the islands. It will constitute an additional burden on the taxpayers of the 
United States, who now contribute through appropriations the sum of $1,300,000 
annually for administration of the islands. It will require double this a 
to meet this standard in salaries for governmental ¢ 
at least two-thirds of all employed on the islands. 

Aluerican Samoa, a possession of the United States since 1900, 


gd, and un 


social structure 


runt 


mployees, who constitute 


IS COT 1pose ad of 


7 islands aggregating 76 square miles, located about 8,000 miles from Washing 
ton. The Samoans are Polynesians. They are not American citizens, but are 
American nationals. Congress has never enacted an Organic Act for the admin- 
istration of the Government of Saimoa as in the case of Guam, Puerto Rico, Canal 
Zone, Virgin Islands, Alaska, or Hawaii. The islands are now ably administered, 
under the Oifice of Territories of the United States Department of the Interior, 
by Hon. Richard Barrett Lowe, Governor of Samoa, who is a civilian appointee 
of the Secretary of the Interior. 

kighty percent, or four-fifths, of the land on the Samoan Islands is volcanic 
mountain area, and is not arable. The population is approximately 23,000, and 
has increased about 50 percent in the last decade. 
employable adults is between 5,000 and 6,000. At present about 1,400 are em 
ployed—approximately 1,000 by the Government of the Islands, 800 by Van Camp 
Sea Food Co., Inc., and about 100 miscellaneous stores, commissaries, and 
jobs. We estimate the annual per capita income at approximately $60. 

One cannot appreciate the island economy without having visited there. The 
life is primarily tribal, in that each Samoan belongs to a family, or extended 
family of blood and marriage relationships, with all owing allegiance to the 
matai, or chosen head of the group. Their homes, or falais, and their dress are 


Of these, the total number of 


other 


typical of the South Sea islands. The area is characterized by communal sub- 
sistence farming rather than a cash economy. The families 
coconuts, dry them, take the copra into the Government 
which ships it to the mainland or Hawaii, for use in soap manufacturing. 
engage in handicrafts, and their products consist of mats and wood carvings. 
The economy of American Samoa, when administered by the United States 
Department of the Navy prior to July 1951, was on a higher | 


mainly gather 
administered CO-OP, 
Others 


level than at 
present. Congressman Wayne N. Aspinall recognized this difference in his 


report to the House of Representatives following a survey made in Novembe 
1954. He stated: 

“During the time American Samoa was administered by the Department of 
the Navy, its native economy was bolstered both by the employment of Samoans 
in the Fita Fita Guard, and of her naval activities, as well as by the creation 
of a market for Samoan products among naval personnel. Although the merits 
of this artificial prosperity may be argued, the deflation of the economy following 
the departure of the Navy defies refutation. The simultaneous loss of naval air 
and water transportation facilities left Samoa isolated from substantial markets 
and increased the difficulties of supply as well. 

“Although the Department of the Interior has tried to fill this void, relatively 
few oceangoing ships and fewer than one-half dozen airplanes stopped in Amer- 
ican Samoa during 1954. For the most part, American Samoa’s contact with 
the world is through Apia, in western Samoa.” (Italics supplied.) (Report of 
Special Subcommittee on Territories and Insular Affairs of the Committee on 
Interior and Insular Affairs of the House of Representatives. Committee print 
No. 4, 84th Cong., p. 9.) 

The Department of the Interior has diligently worked to restore the economy) 
but on a more stable basis. Its policy has been to encourage secondary industrie 
and processing plants to locate in Samoa so that the natives may be trained in 
industrial procedures and skills. Any products so produced by manufacturing on 
the islands would be exported to United States markets or to other countries 
This will provide wage income, make the natives self-sustaining, enlarge the total! 
product of the islands, now less than a half million dollars, and thus imy 
Samoan economy. 
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In pursuance of this policy, the Department of the Interior solicited bids for 
leasing a Government-owned fish cannery, acquired through a bankruptcy sale 
for $40,000. Van Camp Sea Food Co. commenced operations in January 1954, fol- 
lowing the award of a 5-year lease, with options totaling 20 years. A copy of the 
existing lease is attached to this letter as exhibit 1. 

During the first 2 years, 1954 and 1955, Van Camp has contributed a great deal 
to the economy and welfare of the islands by meeting a payroll to its employees 
in excess of $200,000 and by paying the government of Samoa approximately 
517,000 in rentals for the use of the cannery, and by supplying at nominal costs 
fresh and canned fish necessary to the diet of the Samoans. The past 2 years of 
operating the cannery have been unprofitable. Van Camp is sufficiently encour- 
aged with its progress to consider continuation of its Samoan cannery because 
a nominal supply of fish has been found. Uncertainties as to the continuance 
and adequacy of this supply still exist. In its first 2 years of operations, Van 
Camp suffered substantial losses. It is hopeful of finishing this fiscal year in 
the black, 

Van Camp has expended for new equipment for its Pago Pago plant in excess 
of $250,000, Tt will of necessity have to expend several hundred thousands of 
dollars additional to put in a refrigeration plant, and other equipment. 

Van Camp now employs 300 Samoans, mostly women. It adopted the wage 
seale paid by the government of American Samoa to its employees. This scale 
is based upon a survey made by Research Associates, Inc., of Honolulu, T. H 
made for the Department of the Interior in 1952. Van Camp from the inception 
of it operations, has put into effect a regular annual increment for its employees 
Its wages range from 27 cents per hour for the women who clean the fish to $1 
per hour for 1 employee, who is a technician—a weighted average of 40 cents per 
honr for all employees working. 

Drring the calendar year 1955 the total payroll was $139,944.34. The total 
number of working days for the year was 148. The total number of days the 
plant works, or is in operation, depends entirely upon the supply and availability 
of sh 

During the past year the cost of labor in Samoa at the rates presently paid was 
7.06 percent of the total cost of production in the American Samoa plant. The 
cost of raw materials was 56.20 percent. For the sake of comparison, the cost of 
labor in the company’s plants in the United States (Terminal Island and San 
Diego, Calif., and Astoria, Oreg.) is 10.52 percent of the total cost of a case of 
tuna produced on stateside. The difference in the cost of labor between the aver 
age in the United States and Samoa is only 2.86 percent. The small difference in 
labor costs is attributable to the lower production output in Pago Pago, where 
we have found that it takes from 3 to 5 Samoans to produce what 1 stateside 
employee can produce. 

If Van Camp were compelled to raise its wage rates to a minimum of $1 ar 
hour in Samoa, labor costs would increase to 18.88 percent or approximately 
double the cost of producing a case of tuna in the United States. 

Production in the Samoan plant during its first year of operations was 1.8 
percent of the total produced by Van Camp’s stateside plants. For the first 
2-year period, the total production was 3.5 percent of Van Camp’s total pro- 
duction. Van Camp does not expect the plant on the islands to ever be very 
large, much less to be a substantial part of its overall operations. It does not 
contemplate making large profits, or other than a normal return on its investment. 

Van Camp is beset in Samoa with logistical problems, not experienced by 
its stateside operations. For instance, all cans, cartons, oil, and the many 
supplies necessary to fish canning and processing are transported 5,000 miles to 
Paco Pago cannery. The finished product is then returned to the United States 
for domestic marketing. These resultant costs are extra costs not usually 
experienced in normal packing operations. In addition to the extra expenses in 
volved, as stated, is the expense of transporting skilled supervisory personne! 
and their families to Samoa. Because of living conditions and inaccessibilit) 
by boat or air, as well as climate, the turnover in key personnel has been 
extremely high and costly. 

Van Camp is the only industrial plant on the island. Governor Lowe, in 2 
letter of February 2, 1956, directed to Hon. Carl Elliott, in connection with the 
current hearings being conducted on the House side, pointed out 

“Since 80 percent of the land is volcanic mountain area and not arable, it is 
necessary, in developing the economy of the islands, to induce industry to come 
in and to train the natives in industrial skills. The first industry established 
in the isiands is the Van Camp Sea Food Co., Inc., which now employs over 30!) 
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ative Samoans. This has meant a great deal to the islands. The Van 
Sea Food Co. pays wages equivalent to those which the Government of American 
Samoa pays to its employees It is evident, however, that e mips 

not pay the American standard of wages because of t 

ocal economy. At the same time, in our endeavor 

the islands and find work for the rapidly increa 

no other industries interested until some exer 

rds Act is provided. One of the concomit 

Sea Food Co. has been in making available lov ! 

ants. The diet of the Samoans was deficient in 
of fresh fish has relieved this deficiency, and has 

cidence of tuberculosis among our peopl 

“Every effort is being made to make the territory as self-sufficier 
ut the rapidly increasing population together with the small ar f ara 
ind makes it essential that we find more and more industrial employment, and 
centives must be made available if we are to meet this problem eff ively 


} 


n commodity which is readily available is 
surrounded by the territories of other nations, all of w 
well below the minimums in the United States. In this regard, the Leg 
of American Samoa passed a resolution requesting the exemption of the terri 
tory from the Fair Labor Standards Act, and it is reproduced on pages 1181 and 
1182 of the hearing of your committee for the first session of the 
( ONLTeSS. 

‘I should like to point out, too, that any attempts to enforce the minimum 
wages paid to industry, provided any industry would remain in the territory, 
vould make it necessary for the Congress to appropriate at least another million 
dollars to maintain the Government of American Samoa, because all wages 
would have to be raised proportionate to that paid to the unskilled labore 
Let me make it clear, however, that we should look forward to a gradually in 
creased wage scale. Someday the territory may be ready for the minimum 
wages applicable within the United States, but when that day will 


prese nt 


be is any 


hody’s guess. Certainly it is not today.” (See hearings before subcommit 


of the Committee on Education and Labor of the House of Repre 
bills relating to minimum Wages in certain territories, possessions, 
areas of the United States, pt. 1, pp. 92 and 93.) 

It may also be pointed out that Dr. Felix M. Keesing, an outstanding anthro 
pologist, now head of the department of anthropology and sociology of Stanford 
University and a member of the South Pacific Commission, wrote to Governor 
Lowe concerning the situation in Samoa. This letter was made a part of the 
record before the House committee and appears at. page 94 of the hearings, part 1 
We repeat it here for your information since it comes from one of the outstand- 
ing anthropologists and students of the South Pacific islands in the world today. 

“As a scientific observer of American Samoan affairs over a period of more 
than a quarter century, I am opposed most strongly to the sudden and arbitrary 
extension of the Fair Labor Standards Act to the Samoan population of this over- 
seas United States Territory. 

“Ever since these South Pacific islands and people came under United States 
control in 1898 the local wage scale has adjusted itself to realistic conditions 
there and in the surrounding island territories. The economy is greatly d fferent 
from that of the United States mainland, or even of Hawaii and Guam which 
are highly developed commercially. 

“There is no resident white population living on wages. The indigenous 
Samoans use money only selectively, as for limited store purchases, miniscule 
taxes, or church contributions. For the most part their economy is a subsistence 
one of tropical roots and fruits, and of marine products. Money comes mainly 
from producing copra and from handicrafts. Wage earning is likely to be 
erratic, when the need for money arises. To have wages suddenly go up to a 
evel appropriate to United States mainland conditions, where people’s whole 
economic maintenance and status depends on the wage scale, would throw this 
small economy drastically out of gear. 

“Wage earning in American Samoa is primarily a matter of Government em- 
ployment. For wages to rise will increase correspondingly the already very 
eavy subsidy which the Federal Government contributes annually to this 
Territorial administration for welfare and development. Furthermore, the one 

ajor commercial source of wage employment, a private fish cannery, which 
8 important for current economic stability, may be forced out of its competi- 
tive marketing advantage if mainland wages have to be paid. In general, hopes 


sentatives on 


and oversea 
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of making the Territory more self-supporting through further selective industrial 
development will be negated. 

“Neighboring South Pacific territories controlled by the United Kingdom, 
France, New Zealand, and other metropolitan powers also have wage scales 
historically adjusted to local island conditions. Wage levels are particularly 
responsive to the fact that the island labor force is everywhere almost wholly un- 
trained, casual, and at a very low level of work productivity by western stand- 
ards. To introduce arbitrarily a mainland wage scale in American Samoa would 
have unfortunate repercussions upon these other territories and so upon our 
national friends and allies. It would tend to breed discontent among the 
peoples in these neighboring islands and complicate problems of trusteeship 
and welfare. 

“Most immediately concerned here is the neighboring section of Samoa which 
is a United Nations territory administered by New Zealand. Western Samoans 
visit and often work in American Samoa and vice versa. A mainland wage 
scale in American.Samoa would throw this ethnic and historical relation very 
much out of gear. 

“The wage-scale issue is part of a larger political problem, that of relations 
between Samoan leaders and the United States executive and Congress. Samoans, 
while thoroughly loyal American nationals, are exceedingly sensitive to any 
action by the executive and Congress without full consultation in the manner 
familiar by Samoan custom. They are particularly fearful of arbitrary actions 
which threaten or upset their traditional economic and social order. For this 
reason they have asked since 1950 that no organic legislation be introduced by the 
Congress without their full consent. Persons familiar with the South Pacific 
know that Samoa has a long history of disturbance which can still rise to the 
surface when the Samoan stake appears to the people to be threatened. Intro- 
duction of the mainland wage scale, putting much larger amounts of money 
especially into the hands of younger individuals, could be a sudden under- 
mining force to the Samoan economie and social system, and so endanger what 
otherwise would be an orderly longer term adjustment to the western way of 
life. This would likewise have political repercussions. Political disturbances in 
such an overseas territory reflect on the good name of the United States and 
open the way to deleterious international criticisms of American administrative 
policies. 

“What has been said here does not mean that wage scales in Samoa should 
remain indefinitely at their present low level in terms of mainland standards. 
Upward adjustments can properly come, as the Samoan people fit themselves 
more fully to the money economy. At the proper time, stateside legislation such 
as the Fair Labor Standards Act can then be extended to this Territory.” 

The wages paid by Van Camp, with those of the Government. represent the cash 
economy of the islands. If Van Camp is compelled to pay $1 per hour, under 
these circumstances and not released of its liabilities under the act, it cannot go 
forward with its plans for developing the fishery and processing plant to a higher 
level of efficiency. It is believed further that no other industry will come into 
the islands. 

Van Camp does not have an exclusive franchise in Samoa. The compan) 
receives no subsidy of any kind from the Government or any other source. All 
expenses of its operations there have been and will be borne by the company. 
It has taken large caleulated risks. It desires to continue to contribute to the 
islands’ economy and well-being and to grow with it. It must, of necessity, as a 
private enterprise, expect a reasonable profit for its efforts. 

The Samoans do not want the Fair Labor Standards Act applied there. Th« 
Fono, its legislative body, unanimously passed a resolution in July 1954 requesting 
the Governor of the Territory to “negotiate for exemption of American Samoa 
from the Wage and Hour Act by virtue of the relatively lower living costs in 
Samoa. Such exemption will undoubtedly prove itself a desirable measure as 
well as an attractive industrial incentive.” 

The Department of the Interior, by Hon. Orme Lewis, then Assistant Secretary, 
in a letter to the chairman of the Education and Labor Committee of the House 
of Representatives on July 1, 1955, when amendments were under consideration 
recommended an exemption for Samoa from the wage and hour law. He pointed 
out: “Because the economic and social structure is so different from other areas, 
any justification for protective labor legislation in American Samoa should be 
cast in entirely different terms.” 

Mr. Lewis, for the Department, contrasted Samoa with Guam and other Terri 
tories and stated that the Department of the Interior “would favor eliminating 
American Samoa from the provisions of the proposed minimum wage legislation 
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legislation, will promulgate fair wages for all employers there 

We, therefore, respectfully request this committee to give favorable cons 
tion to an act which will exempt American Samoa from the present wage requir 
ments of the Fair Labor Standards Act of 1938, as amended. 

Mr. Moore. Van Camp Sea Food Co., Inc., is engaged solely in th 
fish packing and processing business. Through a lease with the gover 
ment of American Samoa, it operates a fishing cannery on the island of 
rutuila, American cee. where it employs 300 Samoans, with a pay- 
roll of approximately $140,000 in 1955. The company is a small-husi 

‘ss enterprise, not subsidized by the Government or by any other 
source. Its plant at Pago Pago is the only manufacturing plant in 
\merican Samoa, and outside of approximately 25 small local shops 
ind stores, the only commercial enterprise on the island. These latte 
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employ about 100 persons. The government of Samoa employs be 
tween 900 and 1,000 persons and this 1,500 re present the total employ 
ment in a population of 23,000. It is estimated that there are onl) 
5,000 to 6,000 employable adults. 

Samoa isan outpost, formerly a naval base. The Samoans are Poly 
nesians, not American ¢ ‘itizens, but American nationals. Congress has 
never enacted an organic act for Samoa. It has been administered 
since 1951 by the Office of Territories, United States Department of thi 
Interior. 

Kighty percent of the land is voleanic mountain rock and ts not 
arable. There is insufficient agriculture to support the people the re 
and many items of necessary food have to be imported, to supplement 
the diet. The.life is primarily tribal, in that each Samoan belongs to 
a family, or extended family of blood and marriage relationships with 
all owing allegiance to the Matai, or chosen head of the group. The 
area is characterized by a communa! subsistence farming of native 
crops, mainly coconuts, rather than a cash economy. We estimate the 
total annual per capita income at approximately $60. 

Senator Doveras. May I say, on the way out to the Pacific by trans 
port that I stopped several days in Samoa and T am not unacqui uinted 
with Samoa. I never thought of Samoa as an area in which the Fair 
Labor Standards Act would be applied, and I think I know what 
you are saying. 

Mr. Moorr. Thank you. 

To compel the $1 minimum wage would disrupt the economy of the 
island as well as the social structure. Van Camp pays the same 
wages that the Government of Samoa pays, based upon a scale adopted 
in 1952 as being fair and in keeping with the island’s economy and 
that of adjacent Pacific islands. 

Not being accustomed to industrial skills, nor opportunity for learn- 
ing trades other than native handicrafts, we have found it takes 3 to 
5 Samoans to produce what 1 stateside worker will do. 

Consequently we recommend that the existing law be changed, and 
that as far as Samoa is concerned, there be an exemption from the 
provisions of the Fair Labor Standards Act, as proposed in S, 2404. 

Senator Doveras. That is Senator Smith’s bill? 

Mr. Moore. Yes, sir. 

This will leave to the Secretary of Labor the promulgation of wages 
for the islands, after public hearings. We believe he will be “fair 
and equitable in the discharge of this duty. 

The Department of Interior, Governor Richard Barrett Lowe of 
American Samoa, and many others have recommended this legislation 
for several years. It is badly needed. We are not aware of any ob- 
jection to such a law for Samoa from organized labor or from an) 
other source. We urge its enactment. 

If there are any questions, I will be pleased to answer them. 

Senator pee GLAS. What you are doing is objecting to these pro- 
visions in Senator Smith’s bills, S. 2404 and S. 1127; isn’t that true? 
Are you asking that the present act be amended? 

Mr. Corzins. My name is Linton M. Collins, for the record. 

We are asking that the present law be amended to provide exemp- 
tions from the wage-and-hour terms and other terms of the Fair 
Labor Standards Act of 1938 

Senator Doveias. Do you think that Samoa is covered ? 
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Mr. Conus. Samoa is now covered under the defi 
n the bill. 

Senator Dove.as. I mean in the Fair Labor Standards Act, 
iow on the statute books. 

Mr. Coniis. It is now covered. That is the interpretation. 

Senator Dove tas. Whose interpretation / 

Mr. Couuins. The general feeling has been, and under the definition 
of “State” I think you would tind it 1s appli able to any of the 48 
States, the District of Columbia, or any territories or possessions of 
the United States. 

Senator Dor GLAS, Van Camp does not do canning on contract to the 
(rovernment, do they: that is, this canning is for general sales ¢ 

Mr. Moore. Our operations in Samoa are similar to our operations 
California and Astoria, Oreg. Weare packing for our own markets. 

Senator Doveras. What ruling of the Supreme Court is there that 

ays that you are subject to the present act é 

Mr. Couxirens. I do not think there has been a ruling by the Supreme 
Court on that, but that has been the general interpretation of the 
rovernmental agencies. 

Senator Doveras. What you are afraid of is that there will be 
inother ruling? 

Mr. Cotuins. Yes, sir. We feel that there should be some exemption 


because the economy there would rot stand the dollar an hour as now 


required under the act, and we are seeking legislation, as set forth in 
the administration bill S. 2404, which would leave to the Secretary 
of Labor the right to promulgate, after public hearings, a fair and 


equitable wage. 
Senator Dovue.as. You are for that? 


Mr. Coxiuins. We are for that. We seek that very strongly. Other- 
wise we fear that in view of the Supreme Court’s action there may be 
| holding——— 

Senator Doveras. The Spanish case? 

Mr. Coturs. The Bermuda case (Verm7/ya-Brown, Ine. et al. v. 
lahn Joseph Connell et al., 335 U.S. 337-409, 93 L. Ed. 76.) We fear 
there may be a holding that any operator, any enterprise operating 
in the is sland would be ‘compelled to pay $1 per hour to its employees 
sa minimum wage. 

Senator Doueras. Iam going to ask counsel to look up the law on the 

ubject. This is news to me. I never thought the Fair Labor Stand- 
ards Act applied to Samoa. 

Mr. Cottrs. If I may inject a personal opinion, I don’t think the 
Congress had that in mind when the act of 1938 was passed, but I think 
n the definition of “State” it had been left there and there was never 
been any change, although we have been seeking this change for the 
past three sessions. 

Senator Doveras. I will ask the two counsel for the committee to 
onsult on this. 

Mr. Conirns. May I have a minute, please, sir? In the statement we 
have filed for your consideration with the clerk of the committee, we 
have referred, on page 5, to a lease between Van Camp Sea Food Co. 
ind the Government. We did not have a copy of that lease applicable 
to the facilities which are used for the cannery, but we did file those 
before the Elliott committee, the Committee on Education and Labor 

‘f the House of Representatives, who had been conducting hearings on 
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this spring, and at pages 24 to 30, in part I of those hearings, appears 
a copy of that lease. We should like to submit this volume, part 1, 
for the record. It may have other information concerning Samoa 
which would be valuable to your committee in its consider ation of this. 

We should also like to request be incorporated in the record a Com- 
mittee Print No. 4 of the 84th Congress of the Committee on Interior 
and Insular Affairs, House of Representatives. 

Congressman Wayne N. Aspinall, in a delegation, went to Samoa in 
November 1954, pursuant to a resolution of the 83d Congress and made 
an investigation of the entire situation, and we find this very infor- 
mative as to the situation. 

Senator Dovetas. That is confined entirely to Samoa? 

Mr. Cotiins. Yes. 

Senator Doueias. And the passages which you want inc luded from 
the House hearing are those which deal specifically with Samoa ? 

Mr. Cotiins. With the lease between the gover nment and Van C amp 
Sea Food Co. The government owns the facilities there and we lease 
them. 

Senator Doveias. That will be done. 


LEASE BETWEEN THE GOVERNMENT OF AMERICAN SAMOA AND THE VAN CAMP SEA 
Foop COMPANY, INc. 


This lease, made and entered into as of the first day of January 1956, by and 
between the GovERNMENT OF AMERICAN SAMOA, represented by the Governor of 
American Samoa, hereinafter referred to as the “Government”, and the Van Camp 
Sea Food Company, Inc., Terminal Island, California, hereinafter referred to as 
the “Lessee’’. 

WITNESSETH 


Whereas the parties hereto made and entered into a lease on the third day of 
December 1953, as amended as of September 29, 1954, pertaining to the operation 
of a fish cannery in American Samoa ; 

Whereas Article XVI of the said lease provides for amendments to the lease 
at any time during the lease term by mutual agreement of the parties; 

Whereas the Lessee desires to continue to engage in the business of processing 
fish and manufacturing fish products in American Samoa, and the Government 
considers that the Lessee’s operations will be beneficial in making available wages 
to the civilian economy ; and 

Whereas the parties wish to modify the terms of the lease of December 3, 1953, 
as amended, so as, among other things, to extend its termination date from 
December 31, 1958 to December 31, 1960; 

Now, therefore, the Government and the Lessee, in consideration of the rent 
to be paid by the Lessee as hereinafter provided and of the covenants and condi- 
tions herein contained, mutually agree that the lease of December 3, 1953, as 
amended as of September 29, 1954, shall read as follows: 


I, PURPOSE OF LEASE 


The purpose of this lease is (a) to provide for the operation in American 
Samoa of a fish cannery designed to process raw fish and other products of the 
sea, (b) to provide for the manufacture of fish products and other products 
of the sea, and (c) to provide for improvement of the economy of American 
Samoa by developing the skills relating to fishing and fish processing among 
the Samoans, by providing local income through wages, and by ensuring 
local supply of raw, frozen, and processed fish. 


II, PREMISES AND EQUIPMENT 


The premises covered by the lease are described in Exhibit A, attached hereto 
and made a part hereof. The equipment on the leased premises is listed in 
Exhibit B, attached hereto and made a part hereof. 
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Ill, TERM 


(1) This lease shall be for a period of five years commencing on January 1, 
1956 and ending on December 31, 1960. 
(2) At the expiration of this lease, the Lessee shall have the option to renew 
it upon the same terms for a period of five additional years, and thereafter, 
for additional periods of five years each, not to exceed three such additional 
periods in all under the terms of this agreement: Provided, That Articles IX 
ind XI (1) (e) hereof shall be renegotiated, and they may be amended or de 
leted, prior to the execution of any such additional five year lease 

(3) Upon the expiration or termination of this lease, the leased premises, 
together with the equipment, shall be surrendered to the Government in as good 
condition as when received, reasonable wear and tear and loss or damage 
under Article X (2) hereof excepted. 


IV. RENT 


(1) Within thirty (30) days of the end of each year of the period of this 
ease, the Lessee shall pay to the Government at Tutuila, American Samoa, 
either the sum of Two Thousand Five Hundred Dollars ($2,500) or Two Dollars 
Fifty Cents ($2.50) per short ton of tuna processed, frozen, canned, or stored 
for eventual shipment or sale at said cannery, during such year, by the Lessee, 
whichever is greater, In the event that any fish other than tuna is processed, 
frozen, canned, or stored for eventual shipment or sale at said cannery by the 
Lessee, the Lessee shall pay to the Government such sum per short ton of such 
fish as may be mutually agreed upon by the parties. 

(2) If the Lessee exercises its option to renew this lease for any one or all 

of the additional periods of five years each, provided for in Article III (2) 
hereof, then such rental price of Two Dollars Fifty Cents ($2.50) per short 
ton shall, for the purposes of each such additional five-year period, be adjusted 
n the following manner: 
Such rental price, for each such additional five-year period, shall bear the 
same relation to the average price reported by brokers and cannery representa- 
tives of canned, light meat, chunk style, advertised brand tuna, to the U. 8 
Fish and Wildlife Service’s Market News Office, San Pedro, California, for the 
three month period immediately preceding the effective date of renewal of 
this lease, as Two Dollars Fifty Cents ($2.50) bears to such average price for 
the last three months of the calendar vear 1955. 

(3) In the event of termination of this Lease, as provided in Articles XI (1) 
(a) and (e), requiring the Lessee to vacate the premises prior to the expiration 
if a full calendar year, the Lessee shall be entitled to an adjustment of rental 
prorated to the date the premises are vacated. 


Vv. ALTERATIONS, INSTALLATIONS, IMPROVEMENTS AND MAINTENANCE 


(1) The Lessee hereby agrees to accept the premises and equipment covered 
by this lease in the condition in which they are at the time of the execution 
of this lease, and with the understanding that the Government is under no 
agreement or promise to decorate, repair, or improve said premises and equip- 
ment in any manner. The Lessee further agrees that it will keep and maintain 
said premises and equipment in good repair and in as good condition as they 
were when received, ordinary wear and tear excepted, and the Lessee will 
make all such repairs and improvements which may be necessary during the 
term of this lease. The Lessee agrees to pay the cost of any repair, changes 
or reconstruction of every kind and no portion thereof shall be reimbursed to 
the Lessee by the Government. Any additions, enlargements or betterments to 
the plant may be installed after agreement in writing by the parties hereto as to 
their disposition in the event of the termination of his lease. The Governor of 
American Samoa shall have the right at all reasonable times to enter the leased 
premises for the purpose of inspecting the condition of the premises and equipment 
covered by this lease and for the purpose of inspecting any additions, enlarge- 
nents, or betterments to the plant. 

(2) The Government shall not be liable for any damage occasioned by failure 
to keep the leased premises and equipment in good repair or for any damage done 
or occasioned by plumbing, water, gas, sprinkler, steam or otherwise, pipes or 
sewage or the bursting, leaking, or the running of any boiler tank, wash stand, 
water closet or waste pipe, in, above, upon, or about the premises or buildings. 
The Government shall not be liable for damages for injury to the property of 
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the Lessee, or for death, injury, or damage to the person or property of th: 
Lessee’s agents or employees or of any person on the premises at the sufferance 
of the Lessee or the Lessee’s agents or employees, whether such death, injury 
or damage arises out of the condition of the premises or use of the premises by 
the Lessee, and the Lessee agrees to indemnify and hold harmless the Govern 
ment against any claim or demand arising out of such death, injury or damage 


VI. UTILITIES AND SUPPLIES 


(1) The Lessee shall have the right to purchase and the Government will fur 
nish, when available, at the Government's cost and in accordance with appropri 
ate regulations of the Government, potable water, ice, and telephone and sewe: 
service in reasonable quantities for the sole and exclusive use of the Lessee, to 
be used only in connection with the Lessee’s cannery operations. Charges for 
water, ice, and telephone and sewer service shall be determined by separate meter 
ing or by other arrangements determined to be mutually satisfactory by the 
Lessee and the Government and shall be paid monthly. The Government may 
require a reasonable deposit for such utility service in an amount not in excess 
of one (1) month’s estimated charge for each service, which will be reimbursed 
to the Lessee upon the termination of this lease, in the event that all charges 
for such services have been paid. 

(2) This lease includes existing connections and interconnections for furnish 
ing water, electric power, telephone lines and sewer service to the leased prem 
ises, but the Lessee shall be responsible for maintenance of such connections and 
interconnections in good condition and for installation of such additional con 
nections or interconnections as may be necessary or desirable for the operation 
of the cannery. 

(3) The Lessee shall be permitted to purchase from the Government, when 
available, at the Government’s costs, such supplies of fuel oil as are normally made 
available to private purchasers. The cost of such fuel shall be determined by 
the Governor within 30 days of the delivery of fuel oil to American Samoa 
In determining the cost of such fuel, the Governor shall take into consideration 
the cost to the Government of fuel oil on hand at the time of new deliveries, as 
well as the cost of the Government of such new fuel, and the price so determined 
shall apply to all fuel oil sold by the Government to the Lessee from the date 
of delivery of such fuel oil in American Samoa to the next date of delivery of 
fuel oil to the Government. The term “fuel oil” includes gasoline. 

(4) The Lessee shall have the right to purchase and the Government wil! 
furnish electric power, when available. Such power shall be sold to the Lessee 
at 3¢ per KWH: Provided, That if, for reasons beyond the control of the Gov- 
ernment, the cost to the Government of electric power rises above 3¢ per KWH, 
or if the cost to the Government falls below 2.5¢ per KWH, the Lessee shall 
be charged such rates as are mutually agreed upon by the parties. Charges for 
electric power shall be determined by separate metering or by other arrange- 
ments determined to be mutually satisfactory by the Lessee and the Govern- 
ment and shall be paid monthly. 

(5) The Government shall assist the Lessee to the greatest extent possibl 
in the transmission of wireless messages, in the transportation of persons and 
property, and in providing supplies for the Lessee’s operation or the operation 
of fishermen contracted to the Lessee. The Lessee shall pay regular rates for 
the transmission of such messages, such transportation, and such supplies. 


VII. OPERATING REQUIREMENTS 


(1) Only United States citizens and nationals will be employed in the can- 
nery and related shore activities, except as approved by the Governor and 1 
aliens, or their dependents, shall be allowed to enter American Samoa in con- 
nection with fishing operations relating to the cannery without the permis- 
sion in writing of the Governor: Provided, That subject to the laws of the United 
States applicable to American Samoa and to the laws of American Samoa, the 
Governor shall permit aliens and their vessels to land fish for delivery to the 
Lessee, to enter the harbor therefor, and to enter the harbor for the purpose of 
obtaining fuel and supplies. 

(2) The Lessee shall take practicable positive steps, at the earliest feasibl: 
date, and by January 1, 1958, if possible, with a view toward the establishmen! 
of a fishery capable of supplying the full capacity of the cannery with fish caught 
by Samoans on boats operating out of American Samoa, and shall submit te 
the Governor quarterly reports on the steps taken to that end. 
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(3) The Lessee agrees to take those precautions which are reasonable in con 
nection with good commercial business practices in the fish cannery business 
to avoid harbor pollution and the emanation of offensive odors and to abide 
by such requirements or regulations in regard thereto as the Government may 
prescribe. 

(4) As an additional consideration for this lease, the Lessee hereby agrees to 
make available for sale to local establishments or in the local market, for 
local consumption only, a reasonable amount of raw, frozen and processed fish at 
prices which shall not exceed the cost to the Lessee of such raw, frozen and 
processed fish plus the cost of handling and a fair return upon the Lessee’s in 
vestment in American Samoa. 

(5) The Lessee covenants and agrees to comply with the applicable provisions 
of the Code of American Samoa. 

(6) It is expressly agreed that the Government shall have a lien upon such 
personal property of the Lessee as is installed in or about the leased premises 
for unpaid rent under Article IV (1) and for unpaid bills under Article VI 


VIII. LIMITATION OF RIGHT 


This lease shall not be construed as an exclusive franchise in American 
Samoa. 


IX. CUSTOMS DUTIES AND TAXES 


During the term of this lease, the Lessee shall be exempt from any and al 
taxes, Customs duties, assessments, license fees, or other levies imposed or levied 
by the Government: Provided, That the Lessee shall not be exempt from the 
export duty on fresh or frozen fish: Provided, further, That with respect to the 
preceding proviso, the Lessee and its agents and persons contracted to it, shall 
be exempt from the export duty (a) on any fresh or frozen fish other than tuna 
incidentally caught while fishing primarily for tuna, and (b) on 30% of the 
total tonnage of tuna tendered to the Lessee in American Samoa by its agents 
and persons contracted to it. This percentage shall be computed against the 
total tonnage tendered to the Lessee in American Samoa by its agents and per 
sons contracted to it during each three month period of this lease. The parties 
hereto agree that such 30% shall be, to the greatest extent possible, made up of 
tuna not suitable for canning. The second proviso of this Article shall apply 
only to such fish as shall be designated by the Lessee as within the exceptions 
therein stated, as either incidentally caught or tendered in good faith 


X. DESTRUCTION OF PREMISES 


(1) The Lessee shall obtain insurance covering loss by fire, explosion, and 
other loss included in extended coverage policies, not, however, including loss by 
act of God, war, or other causes beyond the Lessee’s control, covering the build 
ings and equipment on the leased premises as of the effective date of this lease 
in an amount not less than $220,000. The Lessee shall place such insurance in 
a2 responsible company or companies and, in addition thereto, shall carry such 
coverage as it deems adequate for its own protection and shall maintain all such 
insurance coverage during the lease term. 

The Lessee shall pay all premiums upon said insurance policies throughout 
the term of this lease and any renewal thereof. Such policy or policies of insur 
ance shall name the Lessee and the Government as the insured and shall contain 

loss payable clause requiring adjustment of loss with the Lessee and the Gov 
ernment as their respective interests appear. The Lessee’s liability for loss or 
damage to the property of the Government shall not exceed the obligations as 
sumed in this Article of the lease. If all or any part of the buildings, equipment, 
or structures located on the leased premises as of January 1, 1954, are destroyed 
or damaged and are covered by insurance, and if the Lessee agrees to rebuild or 
replace the property so damaged or destroyed in a manner mutually agreeable 
to the parties, then the Government shall pay its share of the insurance proceeds 
to the Lessee. 

(2) If all or any part of the buildings, equipment, or structures located on the 
leased premises as of the date of this lease are destroyed or damaged by reason 
of act of God, war, or other cause beyond the Lessee’s control which is not covered 
by insurance, then— 

(a) The Government may rebuild or repair any such buildings or structures 
so destroyed or damaged. 
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(b) If the Government shall not within ninety (90) days of any such destruc- 
tion or damage with due diligence commence to rebuild or repair any such build- 
ings or structures, this lease shall forthwith terminate, unless the Lessee shall 
elect to rebuild or repair at its own expense. 

(c) The Government and the Lessee shall agree upon an adjustment of the 
anuual rental for the period during which the Lessee is deprived of the use of 
such buildings or structures which adjustment shall be based upon the extent to 
which the Lessee is required to curtail its operations by reason of the destruction 
or damage of such buildings, equipment, or structures. 


XI, TERMINATION 


(1) This lease shall be terminated : 

(a) immediately, in the event the leased premises, in whole or in part, are 
necessary for naval, military, or defense purposes, and the Government shall 
notify the Lessee thereof: Provided, That nothing herein contained shall be or 
shall be construed to be a waiver by the Lessee of any and all claims for just 
compensation for its property taken for naval, military, or defense purposes; or 

(b) at the option of the Government, if the Lessee shall be in default in the per 
formance of any term, condition, covenant, or restriction of this lease, and shall 
have failed to remedy such default, within a reasonable time after receipt of 
written notice of such violation from the Government. Reasonable time as here- 
in employed shall be related to the circumstances involved and, in no event, shal! 
be more than thirty (380) days, unless the default is such that it cannot be 
remedied in thirty (30) days; or 

(c) at the option of the Government, in the event of the filing of a petition by 
or against the Lessee for adjudication as a bankrupt, for reorganization or for 
arrangement within the meaning of the Bankruptcy Act of July 1, 1898 (30 Stat. 
544), as amended (Tit. 11 U. 8S. C., 1952), or as hereafter amended, or in the 
event of the appointment of a receiver or trustee of the property of the Lessee; or 

(d) at the option of the Lessee, in the event that the United States Govern- 
ment imposes a duty on fresh or frozen fish brought into American Samoa or 
imposes a duty on the products of the cannery entering the continental United 
States or other Territories of the United States, or in the event that the deter- 
mination of the Bureau of Customs of the United States Treasury Department 
that under the Act of September 2, 1950 (64 Stat. 577, 46 U. S. C. sec. 251), a 
foreign-flag mother ship or fishing vessel is not prohibited from landing in any 
port of American Samoa fresh or frozen fish taken on the high seas and that a 
United States flag vessel may land fish in ports of American Samoa transferred 
on the high seas from a foreign-flag ship is reversed or withdrawn; or 

(e) at the option of the Lessee: Provided, That the Lessee shall give the 
Government no less than six (6) months notice in writing of such proposed 
termination and shall pay to the Government the sum of $1,000. 

(2) Upon any such termination, as aforesaid, the Government shall have the 
right immediately to retake possession of the leased premises, in whole or in 
part, without notice, all legal notice being specifically waived by the Lessee. 
If this lease is terminated as provided in Articles XI (1) (a), (d) or (e), the 
Lessee shall have the right to remove any of its personal property installed in 
or about the leased premises within 30 days. At the option of the Government, 
any or all such property may be sold by the Lessee to the Government at a price 
mutually agreed upon by the parties. 


XII. LEASE TO BE NONASSIGN ABLE 


Neither this lease nor any interest therein may be transferred or assigned, 
either voluntarily or by operation of Law, nor shall the premises or any right 
with respect thereto, be sublet or granted, without the written consent of the 
Government. The Lessee may, however, transfer this lease to its wholly owned 
subsidiary, or to a corporation organized by the Lessee for the purpose of 
operating the property. 


XIII. REPORTS 


The Lessee agrees to submit to the Governor, with copies thereof to the Fish 
and Wildlife Service, Department of the Interior, Washington 25, D. C., the 
following reports: 

(1) Monthly and annual reports stating the number of pounds of fish landed, 
by species; and the value thereof including the basis on which the value is 
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letermined ; and the production of canned fishery produ 
meal and oil, if any. 

The data on the production of canned fishery products fi 
species the size of can and type of pack (such as “in oil,” “ne n oil,” or 
tomato sauce,” “solid pack,” “chunk style,” etc.). The annual reports on the 
production of canned fishery products shall include a statement of the value 
of the total annual production thereof, computed in terms of United States 
West Coast prices for the several species, less cost of transportation of sucl 
products from American Samoa to the United States West Coast. The informa 
tion as to value herein specified shall be considered confidential and shall not 
be disclosed to the public. 

(2) If a freezer is operated, monthiy reports showing the number of pounds 
of fish and shellfish frozen during the preceding month and the stocks of each, 
reported by individual species, held at the end of such month 

(8) Monthly reports showing for each species of fish received by the Lessee 
at American Samoa, the name and license number of the vessel from which 
such fish were landed, quantities of fish, date of receipt of such fish, kind of 
gear employed in catching the fish and place or places of origin. 

(4) Annual reports stating the number of persons employed at the fish can 
nery in American Samoa during the period of peak employment, the man-years 
of employment, the total wages and salaries paid, and stating separately the 
number of foreign nationals, their nationalities and positions. 

(5) Annual reports shall be submitted not more than 30 days after the anni 
versary of the commencement of the lease term, showing the gross income from 
the business conducted under the lease for the preceding year, the different 
items of such income and the amount of these items. The Governor of 
American Samoa shall have the right to verify such reports by examination of the 
books, accounts, and records of the Lessee. The information contained in such 
reports shall be labeled “Confidential,” shall be considered confidential, and shall 
not be disclosed to the public. 
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XIV. GENERAL PROVISIONS 


(1) It is understood that a waiver by the Government of performance by the 
Lessee of any of the terms, covenants, or conditions of this lease, shall not be 
construed as a waiver of the future performance of any such terms, covenants, 
or conditions, nor shall the failure of the Government to insist upon such per- 
formance by the Lessee be construed as a waiver thereof. 

(2) The Lessee warrants that it has not employed any person to solicit or 
obtain this lease upon any agreement for commission, percentage, brokerage, 
or contingent fee. Breach of this warranty shall constitute a default on the part 
of the Lessee, the penalty for which may be the immediate cancellation of this 
lease. 

This warranty shall not apply to commissions paid by contractors upon con 
tracts secured through bona fide established commercial agencies maintained 
by the Lessee for the purpose of obtaining business. 

(3) Except as otherwise specifically provided herein, all disputes concerning 
questions of fact arising under this lease, and all matters which are subiect to 
the mutual agreement of the parties but upon which the parties mav be unable 
to agree, shall be decided by the Governor with a right of appeal within thirty 
(30) days to the Secretary of the Interior whose decision shall be final and con 
clusive upon the parties hereto, but shall not prevent the Lessee from the 
exercise of any right to resort to a court of law. The existence or pendency of 
any dispute shall not excuse the Lessee from the continued performance of its 
obligations hereunder. 

(4) No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this lease. or to any henefit to arise therefrom, 
but this provision shall not be construed to extend to this agreement if made with 
a corporation for its general benefit. 

(5) Any written notice to the Lessee hereunder shall he addressed to the 
Lessee at its offices in Tutuila, American Samoa, and any such notice to the 
Government of American Samoa hereunder shall be addressed to the Governor 
at Pago Pago, Tutuila, American Samoa. 

(6) No notices, demands, determinations, consents, or approvals under this 
lease shall be of any effect unless in writing. 
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XV. SURVIVAL 


This lease shall be binding upon the Lessee, its successors and assigns 


XVI. AMENDMENT 


This lease may be amended without further consideration at any time during 
the lease term by mutual agreement of the parties hereto. 


XVII. IDENTITY OF LESSEE 


The company, corporation, or partnership signing this lease hereby certifies 
that seventy-five percent (75%) or more of its capital is owned by individuals 
who are United States citizens or nationals, and that at no time during the term 
of this lease will more than twenty-five percent (25%) of the capital be owned 
by individuals who are not United States citizens or nationals. 


XVIII. DEFINITION 


Wherever the term “Governor of American Samoa” is used in this agree 
ment, it shall also mean his duly authorized representative. 
IN WITNESS WHEREOF, the Government and the Lessee have caused this instru 
ment to be duly executed by their proper officers under authority duly given, as 
of the day and year first above written. 


| SEAL] GOVERNMENT OF AMERICAN SAMOA, 
LESSEE, 
a 3 oa bo eee ee 
I 


cate aset tid ae cecabtcantac mite ieee eeaamalaaane aah certify that I am ea el 


a cecil ihe CS icecibtidgti deaimai eicocehatneatieiotoora ae who signed this lease 
on behalf of the said Corporation, was then sealed cieacectes ti case 


snid Corporation; that said lease was duly signed for and in behalf of said 

Corporation by authority of its governing body, and it within the scope of its 

corporate powers. 
[SEAL] 


Notary Public. 
My commission expires. 





BINGHAM, COLLINS, PorTtTER & KISTLER, 


Washington 5, D. C., January 23, 1956. 
Hon. JAMES ROOSEVELT, 


House of Representatives, Washington, D. C. 


DEAR Mr. CONGRESSMAN: In accordance with your request, Mr. William D. 
Moore, Jr., of Van Camp Sea Food Co., Inc., and I have prepared the attached 
memorandum concerning the company’s operations. 

We trust this gives you the full information you desire. If there are any 
further questions, we will be glad to attempt to get the answers for you. 

Please be assured of our deepest appreciation of your cooperation in this matter 
which we feel is so urgent and timely. 

Sincerely yours, 


LINSTON M, COLLINS. 


MEMORANDUM ON OPERATIONS OF VAN CAMP SEA Foop Co., INC., 
IN AMERICAN SAMOA 


Van Camp Seat Food Co., Inc., is a California corporation with plants located 
at Terminal Island, Calif., San Diego, Calif., Astoria, Oreg., and Pago Pago. 
American Samoa. It chief business is processing and packing tunafish. Its 
products are sold under the trademark names of “Chicken of the Sea” and 
“White Star.” 

Van Camp was awarded a lease to operate a fish cannery owned by the Govern- 
ment and located at Pago Pago, American Samoa, pursuant to invitations to bid 
issued by the United States Department of Interior in 1953. This invitation had 
national circulation. The lease granted Van Camp is not an exclusive franchise. 
No competitor is prohibited from operating a cannery in Samoa. This lease does 
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not involve a subsidy by the Government. All expenses pursuant to activating 
this plant have been borne by the company. 

Van Camp commenced operations in late December 1953. There were, at this 
time, real uncertainties as to the commercial supply of fish. Their predecessor's 
operation, involving a substantial investment, failed for lack of this necessary 
supply of fish. (See Report of a Special Subcommittee of the Committee on 
Interior and Insular Affairs of the House of Representatives, pp. 12-13, made pur- 
suant to H. Res. 89 of the 83d Cong., Committee Print No. 4, filed with the 
House in the &4th Cong., following hearings in November 1954, comducted by 
Congressman Wayne N. Aspinall. This report gives information on the history 
as Well as the political and economic progress of the islands of American Samoa 

When Van Camp went into Samoa, there were neither commercial fishermen 
nor experienced cannery workers there. On of the expressed purposes of this 
lease with the Government is “to provide for improvement of the economy of 
American Samoa by developing skills relating to fishing and fish processing 
among the Samoans, by providing local income through wages, and by insuring 
a local supply of raw, frozen, and processed fish.” 

The past 2 years of operating the cannery at Pago Pago have been unprofitable. 
Van Camp, however, is sufficiently encouraged with its progress to consider con- 
tinuation of its Samoa cannery because a nominal supply of fish has been found. 
Uncertainties as to the continuance and adequacy of this supply still exist 

The Samoan has shown that he is capable of applying himself to industria! 
methods of fish canning and that he has an aptitude which further experience 

nd training will develop. 

The prevailing wages of the American Samoa group of islands are predicated 
upon a survey to determine fair rates and job classifications made for the De- 
partment of Interior in 1952 by Research Associates, Inc., a consulting firm of 
Honolulu, T. H. The wages paid Van Camp’s approximately 300 employees 
conform to the wage scale of the government of Samoa employees. They range 
from 27 cents per hour, for those who clean fish, to as high as $1 per hour for 1 
employee, who is a technician—a weighted average of around 40 cents per hour 
per employee. This wage plan provides for a base scale by job classification with 
increments to reward service and proficiency. The company has found that it 
takes from 3 to 5 Samoan workers to perform what 1 continental worker in the 
United States will do. It is therefore felt that this justifies a lower rate for 
Samoans. 

The Samoans do not seek the minimum wages as provided by the Fair Labor 
Standards Act of 1938, as amended. In fact, through their fono or legislature, 
an elected body representing the peoples of the island, a resolution was passed 
in July 1954, requesting the Governor of the territory through the Department 
of Interior to “negotiate for exemption of American Samoa from the Wage and 
Hour Act by virtue of the relatively lower living costs in Samoa. Such exemp- 
tion will undoubtedly prove itself a desirable measure as well as an attractive 
industrial incentive.” The Samoan Legislature is appealing for this assistance 
because such legislation will aid in the promotion of a healthy economy in the 
islands, thereby lessening the burden of the American taxpayer. 

The Samoan operation is beset with logistical problems not experienced by the 
company’s California operations. All cans, cartons, oil and the many supplies 
necessary to fish canning are transported 5,000 miles to the Samoan cannery 
site. The finished product is then returned to the United States for domestic 
marketing. The resultant costs are extra costs not usually experienced in nor- 
mal packing operations. In addition to the extra expenses involved, as cited, is 
the expense of transporting skilled supervisory personnel and their families to 
Samoa. Experience has shown the rate of turnover in key personnel to be high, 
therefore costly. 

Van Camp’s operations in American Samoa are small and unquestionably will 
remain so. The total production there at present is about 1 percent of the total 
volume produced by its plants in California. 

Van Camp does not contemplate making large profits from this small opera- 
tion. It plans to incorporate in Samoa and to use its income derived from that 
plant for developing that fishery and processing plant to a higher level of effi- 
ciency. This will mean additional training of Samoans as cannery workers and 
as fishermen, and the purchase and maintenance of fishing vessels for these fish- 
ermen. The construction of a shoreside refrigeration plant is also essential to 
the continued operation of the cannery. This whole program will involve the 
further expenditure of several hundred thousand dollars on the part of Van Camp. 

It has been Van Camp’s hope since it§ initial operations there that it will be 








402 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


able to encourage west coast fishermen to operate in the waters surrounding 
Samoa and deliver their catch to its plant in Pago Pago. One San Diego fisher- 
man experimented with the operation of two fishing vessels at Christmas Island 
not far removed from American Samoa, and his operation met with moderate su 

cess. When Samoans are trained as fishermen and American fishing vessels wil! 
operate in those waters, there will not be the dependency on outside sources, such 
as Japanese fishermen, for the purchase of its needed supply of tuna. 

As reported to the Department of Interior and to the Bureau of Interna! 
Revenue on its income tax returns, the company has suffered substantial losses 
in its first 2 years of operations in Samoa. However, an improvement is anti 
ipated in the present fiscal year which ends May 31, 1956. These losses were 
incurred while paying the prevailing wages on the islands. If the company had 
paid the minimum wage of 75 cents per hour, the financial picture would hav: 
been even more unfavorable. This unfavorable condition will be further in 
tensified by the effects of Public Law 381 of the 84th Congress, increasing th: 
minimum wage to.$1 per hour after March 1, 1956. 

The closing of the cannery would have a deleterious effect upon the economy 
of American Samoa and would be a further discouragement to other industries 
which might go into those islands. Van Camp is prepared to continue opera 
tions in Samoa in the face of the uncertain supply of fish, extra and unusual! 
costs as listed herein, and in spite of operational losses experienced during the 
past 2 years. However, it must be relieved from the increased cost to opera- 
tions that the Fair Labor Standards Act would impose. Therefore, it is seeking 
modifications to that act which will leave to the Secretary of Labor the promul 
zation of a fair minimum Wage more in keeping with the economic stiuation 
presently existing in American Samoa. As Congressman Aspinall’s report stated 
(p. 13), 

“The act’s minimum wage of 75 cents per hour is entirely out of proportion to 
the local wage scale in the South Pacific, and would upset the economic balance: 
unless American Samoa could somehow be exempted from its provisions.” 
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FOREWORD 


Tv the Members of the House of Representatives Interior and Insular 
Affairs Committee: 

Pursuant to the authorization of the full committee in the 83d 
Congress, a special subcommittee made a trip to American Samoa 
during November 1954, via Honolulu and Canton Island, to obtain 
firsthand information on the islanders and the administration of the 
government for the people of American Samoa. 

Congressman Wayne N. Aspinall, of Colorado; Mr. Anthony T. 
Lausi, then Deputy Director and presently Director, Office of Terri- 
tories, Department of the Interior; and Mr. J. L. Taylor, committee 
Territories consultant, comprised this subcommittee, and arrived in 
Honolulu on November 7, 1954, preparatory to departing for American 
Samoa, 

Before proceeding to Tutuila, the subcommittee members spent 3 
days in Honolulu conferring with Mrs. Elizabeth P. Farrington, 
Delegate from Hawaii; Gov. Samuel Wilder King and other Territory 
of Hawaii officials; representatives of the United States Fish and 
Wildlife Service; the directors of the Barstow Foundation, which has 
educational interests in American Samoa; and numerous individuals 
representing Samoan communities in Hawaii. 

From Barbers Point, Oahu, the subcommittee members, accom- 
panied by 17 members of the United States Marine Corps, who were 
going to their homes on short furloughs, several members of the staff 
of the Governor of American Samoa, and 2 United States Post Office 
officials, departed for American Samoa via Canton Island. Following 
4 days in American Samoa, the congressional party continued to 
Kwajalein, Marshall Islands, from whence they began their visit to 
the Trust Territory of the Pacific Islands. 

I respectfully submit this report to the full membership of the 
Committee on Interior and Insular Affairs for consideration when 
future legislation for American Samoa is drafted. 

Sincerely yours, 


Wayne N. Asprinatu, M. C. 
405 
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AMERICAN SAMOA 


I. Report on Canton IstaNnp 


En route to American Samoa several hours were spent on Canton 
Island with various officials including Mr. William J. Evans, United 
States Resident Administrator, Mr. Douglas Freegard, British 
Resident Administrator, Mr. Richard E. Slater, branch manager, 
Pan American World Airways, and Mr. Myron Kerner, meteorologist, 
United States Weather Bureau. 

Canton Island is a coral atoll located approximately 1,600 nautical 
miles southwest of Honolulu. (See map, p. 406.) Canton has a 
population of approximately 315. Its importance is due to its isolated 
position in the Pacific, to the fact that its lagoon can be used by sea- 
planes, and that its coral-surfaced runway makes it a desirable way 
station for Pacific flights. The ownership of Canton Island is obscure. 
United States claims stem from a reported discovery in 1828 by 
American settlers and Canton was included in the Guano Island Bond 
No. 9 of February 8, 1860. British Guano Mining Co. worked the 
islands during the latter part of the 19th century. The President of 
the United States on March 3, 1938, issued Executive Order No. 7828 
placing both Canton and Enderbury, and an uninhabited neighboring 
island, under the jurisdiction of the Secretary of the Interior. 

Also the question of title to Canton is not settled between the United 
States and the United Kingdom, two executive agreements (of 1938 
and 1939) having provided for the joint use and control of the islands. 
Exchange of notes on April 1, 1939 also provided that an airport could 
be constructed and operated on Canton by an American company or 
companies which, in return for an agreed fee, must provide facilities 
for British aircraft and aviation companies equal to those enjoyed by 
American aircraft and companies. In 1940 Pan-American Airways 
established a station on Canton and its station manager was designated 
as the Department of the Interior’s representative. Shortly after the 
Japanese surrender in 1945, the Civil Aeronautics Administration 
established a headquarters on the island and its senior employee was 
designated as the “United States Resident Administrator, Canton and 
Enderbury Islands.” The CAA station manager also serves the 
Justice Department as United States special deputy marshal, the 
Treasury Department as disbursing agent and the Coast and Geodetic 
Survey as tide observer. 

Under British organization Canton and Enderbury are nee as 
part of the Phoenix Islands District, which is a part of the Gilbert and 
Ellice Islands Colony. The United Kingdom applies to those islands 
laws enacted in accordance with a Pacific Order in Council of 1893. 

Canton has no indigenous population. Nearly all of its 315 persons 
are associated with the various governmental and economic activities 
on the island. About half the total are American citizens. Three 
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transpacific airlines (Pan-American Airways, British Commonwealth 
Pacific Lines, and Canadian Pacific Airlines) use Canton’s facilities, 
Approximately 10 scheduled flights stop there each week. The CAA 
maintains the land facilities and air navigation aids, operates the 
aeronautical communications station, and furnishes power, water, and 
sanitary facilities which are available to the governmental agencies 
and aeronautical interests. A private oil company, Mid-Pac Standard 
Oil Co., maintains fuel facilities. Meteorological services are provided 
by the United States Weather Bureau. United States and British 
post offices are located in the Pan-American Terminal Building. The 
Pan-American Airways Hotel near the seaplane landing and the 
British Resident Administrator’s headquarters about 6 miles from 
the terminal closed their facilities as of November 15, 1954. These 
buildings and facilities of postwar construction and installation have 
been declared surplus by Pan-American Airways and cannot be used 
by CAA. An American fisherman headquartering and operating in 
the vicinity has expressed interest in purchasing some of the buildings 
and converting them and their facilities into a fish processing plant. 
He has not, as of this date, followed up with his exploratory plans. 
This company and a British-owned project are both carrying out 
fishing operations for red: snapper, mullet, barracuda, and grouper 
which are readily salable in Hawaii in chilled, frozen, or canned form. 
(See appendix | for information on Pan American Airways Hotel.) 

The committee concurs in the plan to sell the hotel buildings and 
equipment to the fishing company, providing some reasonable price 
may be realized and if it can be definitely shown that they cannot be 
used for governmental purposes on Canton or Enderbury. It is 
questionable whether it would be economical to raze the existing 
structures and transport them to American Samoa. 

Problems involving local administration were discussed with the 
United States Resident Administrator. There appears to be a fine 
cooperative spirit existing between the American and non-Americans 
of Canton. Both the American Administrator and the British Resi- 
dent Administrator are seasoned veterans of the Pacific and their 
respective populations are essentially transient. This impermanency 
would make for difficulty in establishing any sort of local government. 
The difficulty would be magnified if any attempt were made to provide 
for a dual system of laws, one to apply to American citizens and one 
for British subjects and citizens. The committee thinks a practical 
solution to the problem of joint administration has been reached. 


II. Bastc INFORMATION ON AMERICAN SAMOA 


Following 3 days of preliminary briefing in Honolulu, the Special 
Subcommittee on Interior and Insular Affairs proceeded to American 
Samoa and on November 11, 1954, arrived at Tafuna Airport on 
Tutuila Island, 2,270 nautical miles southwest of Hawaii and 670 
nautical miles south of Canton Island. (See map, p. 46.) 

American Samoa includes seven islands: Tutuila, the largest; 
Aunu’u; Tau; Olosega; Ofu; Rose Atoll; and Swains Island. About 
200 miles east of Tutuila lies Rose, an uninhabited coral atoll. Swains 
Island lies 210 miles north of Tutuila, has a population of about 100 
persons of Samoan and Tokeluan extraction. Tutuila and the adja- 
cent island, Aunu’u, are the center of all governmental activities. The 
Manu’a group, Tau, Olosega, and Ofu, some 80 miles to the east, 1s 
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the source of the major part of the entire export copra production. 
The total land area of American Samoa is 76 square miles of which 
20 percent is considered arable under present tillage methods. 

The islands of 'Tutuila and the Manu’a group are volcanic in origin, 
very mountainous, clothed with thick subtropical to tropical vegeta- 
tion and encircled by fringing coral reefs. Steep-sided valleys and 
narrow coastal plains provide the only areas presently suitable for 
agriculture. The Samoan economy is essentially agrarian. Through 
their practice of shifting cultivation, the Samoans have been able to 
utilize the precipitous slopes of the hills for garden plots containing 
taro, bananas, coconuts, and tapioca. 

Although practicing primitive methods of cultivation, the land for- 
merly produced enough food to supply its population without diffi- 
culty. Coincidental with the introduction of modern medical controls, 
American Samoa’s population has become one of the world’s most 
rapidly increasing. During the decade 1940-50, population increased 
46.7 percent. As of June 30, 1954, the population was estimated to be 
22,400 with the percentage of women of child-bearing age continually 
increasing. Inasmuch as the economic base did not broaden pro- 
portionately, the need for new agricultural techniques, new crops, and 
new industries is becoming increasingly pressing. 

The committee had several items on its agenda which required 
study while visiting on American Samoa. Among these items were: 

(1) Note the progress being made on the preparation of the 
constitution for American Samoa and the success that has been 
achieved in granting additional self-government to the American 
Samoans. 

(2) Study the steps being taken to establish a balance between 
American Samoa’s phenomenal population increase and its 
agricultural production. 

(3) Study additional means of improving economic conditions 
in American Samoa. 

(4) Check on certain military matters concerning American 
Samoans, i. e., desirability of establishing a Marine Corps Re- 
serve unit, continuing a recruiting program begun in 1954, and 
providing furloughs for Samoan youths who are serving in the 
armed services. 

(5) Discuss various personnel matters pertaining to contract 
employees. 

(6) Meet as many of the Americans and Samoans as possible, 
discuss their problems with them and thus be better able to under- 
stand their desires and requirements. : 

The committee felt that information should be gathered from various 
sources to represent actual conditions extant in American Samoa. 
In addition to conferences with members of the Governor’s staff, in- 
formal discussions were held with a great many groups and individuals. 
During the Governor’s reception, the feast and program at Fagasa 
Village and at individual conferences, the Samoans were encouraged 
to express themselves. On November 13, the congressional party 
members were honored guests at a kava ceremony held on the Malae. 
(See appendix 4 for address of the Honorable Sotoa, chairman, Council 
of Paramount Chiefs.) (See appendix 2 for organizational chart of 
government of American Samoa and appendix 3 for résumé of meeting 
with Governor’s cabinet.) 
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Ill. Pourrrca, Proaress 


To facilitate an understanding and appreciation for the American 
Samoans’ desire for an interest in the preparation of their constitution 
and their continued progress in local self-government, a background 
of their history and government is essential. 

United States interest in the Samoan Islands dates from the report 
made by Capt. John Wilkes, of the United States exploring expedition 
in 1842. It was not, however, until 1872 that Comdr. Richard Meade 
visited the islands and was able to make a trade agreement on behalf 
of his Government and with the Samoan people. In 1878 a treaty 
was concluded with the Kingdom of Samoa which permitted the United 
States to establish a coaling station at Pago Pago, reputedly the best 
harbor in the South Pacific. Germany and Great Britain soon de- 
veloped interests in Samoa and in 1889 the treaty of Berlin was 
negotiated under which the three powers, together with the local 
government of Samoa, would virtually rule the islands. The United 
States entered into a convention on December 2, 1899, by which 
Great Britain and Germany renounced in favor of the United States 
their claims to Tutuila and the other islands of the Samoan group 
east of longitude 171° west. These islands are now known as Ameri- 
can Samoa. Concomitantly, the United States renounced its claims 
to the islands of the Samoan group west of longitude 171° west in 
favor of Germany. President McKinley placed jurisdiction over 
American Samoa in the Secretary of the Navy by an Executive order 
dated February 19, 1900, just 3 days after the ratification of the con- 
vention with Germany and Great Britain. Tutuila and Aunu’u 
Islands were voluntarily ceded to the United States by their chief 
on April 17, 1900, and those of the Manu’a group were likewise ceded 
on July 16, 1904. It was not until February 20, 1929, that the cession 
was accepted by a joint resolution of Congress, 29 years after the 
establishment of the naval base at Pago Pago. 

The joint resolution provided that until Congress might provide 
for the government of the islands on civil, judicial, and military 
matters, powers should be vested in such persons and be exercised in 
such manner as the President might direct. The resolution also 
provided for a commission composed of Members of the United 
States Congress and Samoan chiefs to recommend to the Congress 
legislation to be enacted for American Samoa. Although the com- 
mission was duly appointed and in due course submitted its report, 
no legislation pertaining to a permanent government for American 
Samoa has yet been enacted by Congress. 

From February 19, 1900, until July 1, 1951, American Samoa was 
administered by the Department of the Navy. By President Tru- 
man’s Executive Order 10264, the Territory was placed under the 
administrative control of the Department of the Interior. 


1. TERRITORIAL GOVERNMENT 


Under naval administration, a code of laws was adopted establishing 
a tripartite system of government. The final authority in executive, 
legislative, and judicial departments remained in the naval governor. 
The legislative body, the fono, was the advisory council which met 
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annually or at the call of the Governor. The fono was composed of 
the governors of the three districts of American Samoa (who were 
appointed by the Governor from among the county chiefs), the 
hereditary county chiefs of each district, the district judges (two from 
each district) and 10 registered matais (family heads) chosen by the 
district councils. Thus, through appointive powers the Governor 
was able to influence the fono. At best, that body did not represent 
the rank and file of the Samoan people. 

Recognizing the Samoans’ increasing ability to assume legislative 
responsibilities, the Secretary of the Navy on February 23, 1948, by 
directive, amended the Code of American Samoa to provide for a 
bicameral legislature which was empowered to advise the Governor 
and to recommend legislation and regulations. 

The newly created Legislature of American Samoa consisted of an 
upper house or house of ali’i, comprised of 12 persons who held the 
highest titles as set forth in the Code of American Samoa. These 
members were not elected by direct vote but derived their office from 
their traditional status. 

The lower house or house of representatives contained 54 elected 
members. Two of these members were elected by secret ballot and 
represented the permanent residents of American Samoa not living 
under the customary social system (mataisystem). The remaining 52 
members represented the primary village units within the territory. 
They were not elected by secret ballot but rather in open meeting in 
the traditional Samoan manner. 

Firm in the belief that the Samoans are politically mature and that 
status within their society is dependent upon the roles they play in 
their own administrative machinery, the Secretary of the Interior 
approved on November 21, 1952, a reorganization plan of the legisla- 
tive branch that had been drafted by the fono. The plan provided for 
a legislature composed of two houses, the house of senate was to be 
comprised of 15 titled members elected in accordance with Samoan 
customs. The house of representatives was to be composed of 17 
members to be elected by universal suffrage in secret ballot. Follow- 
ing an intensive territorywide educational program which explained 
the new system and particularly the secret ballot, the population was 
registered and during January 1953, qualified voters went to the polls. 
The election was particularly successful in securing legislators repre- 
sentative of all the people. Twelve of the eighteen representatives 
elected, including two women, were not holders of Samoan chiefly 
titles. It is under this legislative plan that American Samoa is pres- 
ently being administered. 

In its sessions throughout the past 2 years, the legislature has made 
considerable progress toward attaining its objective of becoming a 
responsible and independent territorial lawmaking body. In his in- 
augural address on November 12, 1953, Gov. Richard Barrett Lowe 
indicated clearly that the program of his administration would be to 
relinquish appropriate authority to capable hands as soon as they were 
ready to assume the responsibility. In keeping with this policy, he 
appointed a member of his staff to serve as legislative liaison oflicer 
to assist in matters of administration, and he invited the district gov- 
ernors, who are the executive heads of local Samoan government to 
attend meetings of the legislature. These steps assisted in raising the 
level of debate in the legislature from problems of a petty or local 
nature to those which concern policy and the Territory as a whole. 
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Although the members of many non-self-governing assemblies tend 
to prolong their sessions unduly, the American Samoan Legislature 
established a record of brevity in the conduct of its affairs. Durin 
1953, the legislature met on 5 separate occasions for a total of 26 days. 
During 1954 the legislature met for only 23 days, of which 17 were 
regular sessions and 6 were special sessions called by the Governor. 

While the visiting committee members were in Tutuila, the legis- 
lature was called into special joint session, addressed by Congressman 
Aspinall. The committee was greatly impressed by the ceremony and 
dignity with which the meetings were conducted, with the active public 
interest shown in the proceedings, and with the depth and breadth of 
the subjects discussed. Very pertinent questions were asked of the 
visitors during the second portion of the session from which the Goy- 
ernor and his staff withdrew, thus permitting a friendly exchange of 
comments between the congressional party and members of the legis- 
lature. (See appendix 5 for a transcription of the proceedings of a 
portion of the special session.) 

During the 8ist Congress, H. R. 4500 was introduced to provide 
organic legislation for American Samoa. Considerable data were 
collected and hearings were held in American Samoa during November 
1949. Similar legislation has not been introduced since. The appar- 
ent consensus concerning the need or desirability for organic legisla- 
tion may be summed up by quoting a statement made by Governor 
Lowe before the legislature on January 12, 1954: 

The leaders of American Samoa have given considerable attention to the 
problem of organi: legislation. In weighing the advantages of organic legislation 
against the disadvantages, it has become clear that most Samoans are not in 
favor of immediate action along this line. At least most of the leaders feel that 
such legislation should be postponed for some years to come or until the Samoan 
people are better trained to handle the problems which are likely to arise from it. 


I am inclined to agree with this viewpoint but at the same time I should like to 
see more tangible steps taken toward self-government. , 


Governor Lowe then outlined his plan for the establishment of the 
constitutional committee. 

In response to a resolution passed by the legislature during January 
1954, Executive Order No. 10 calling for the establishment of a con- 
stitutional committee, was issued. Governor Lowe, in speaking before 
a special joint session of the legislature, stated: 

* * * It is my pleasure to inform you that the Department of the Interior has 
authorized the preparation of a Territorial constitution for American Samoa. * * * 
A Territorial constitution locally developed will, as you have pointed out in your 
resolution, bring many of the benefits of organic legislation and at the same time 


permit the people of Samoa to maintain their Territorial system of land tenure 
and their Territorial social organization so long as it meets their needs. 


The constitutional committee was duly organized and began as- 
sembling source material in preparation of the document. It was 
hoped that the first draft could be forwarded to the Department of 
the Interior within a year, but at the time of the congressional party’s 
visit, in mid-November, only the bill of rights had been completed. 
At that time, the constitutional committee was busily engaged with 
the second portion of the constitution, concerning the structure of the 
government of American Samoa. 
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2. SAMOAN LOCAL GOVERNMENT 


Throughout the past 150 years of contact with and influence by 
westerners, Samoans, have survived as a stronghold of Polynesian 
culture. Among the important features of this country is the Sa- 
moan’s love for and ability in local government. Status within the 
Samoan society depends largely on the acquisition of political knowl- 
edge and ability. Samoan leaders are elected by the family or district 
controlling the title according to their personal fitness and political 
awareness rather than according to the rule of primogeniture. Self- 
government, as it exists today, is the key to the Samoans’ ability 
to adapt themselves to the American method of indirect rule through 
which their administration has developed over the past 55: years. 
Because the Samoans have always taken an active interest in their 
political affairs, they have attained a large degree of local self-gov- 
ernment, as is shown on the accompanying chart. 


ORGANIZATIONAL CHART 
SaMoan LocaL GOVERNMENT 


Governor & Secretary 


2 positions 
Samoan Affairs Office - Samoan Affairs Officer & 
Assistant Jeleta 


West District Manu'a District 
Governor Governor 
5 county 
chiefs 


52 villages and Swains Island 


‘county Council 


The table of organization of the administration of American Samoa 
political affairs reveals a definite chain of command from the village 
mayors through the county chiefs and the district governors to the 


a Affairs Office and eventually to the Governor of American 
amoa. 
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Functionally, the 22,400 American Samoans feel they have a part 
in the local administration of their government. A brief explanation 


of the accompanying chart will suffice to show the individual Sa 
moan’s relationship to the Governor of American Samoa. 


FUNCTIONAL CHART 
Samoan LocaL GOVERNMENT 


Governor & Secretary 


Samoan Affairs Office 


KOVANA ITUMALO (Governor and District Governors! Council) 
Fono Itumalo 
(District Council 
Government 
Representative Fono Faslupega 
(County Council) 


Swains Island 


Fono O'Lenu'u Fono o le Wu'y 
(Village Council) (Village Council) 


Matai Matai 
(Family heads) (Pamily heads) 


Each of 22,400 American Samoans 


Each Samoan belongs to a family (extended family) but in a sense 
somewhat different from that with which the average westerner is 
acquainted. The extended family includes family members of blood 
relationship, relations by marriage and adopted members, all owing 
allegiance to a common matai, who is selected by its members to serve 
as the representative of the group. These matais meet in the fono o 
le nu’u (village council) which is traditionally the root of political 
authority in Samoa. While assembled in the fono o le nu’u the 
Pulenu’u (village mayor) is selected to serve for 1 year. The Pulenu’u 
of the various villages meet in their respective fono faalupega (county 
councils). One member of each county council is nominated by that 
body and appointed by the Governor to the office of Faalupega 
(county chief). These 14 county chiefs take their direction from the 
three district governors and conduct their business through the fono 
itumalo (district council). Each of the three districts, East, West 
and Manu’a, has a district governor appointed by the Governor of 
American Samoa after being nominated by the district councils. 
These three officials work in the fono Kovana Itumalo (Governor and 
district governor’s council) with the Office of Samoan Affairs, which 
assists in coordinating governmental department activities and in 
providing assistance for local projects. 
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IV. Economic ProGress 


During the time American Samoa was administered by the Depart- 
ment of. the Navy, its native economy was bolstered both by the 
employment of Samoans in the Fita Fita Guard, and of her naval 
activities, as well as by the creation of a market for Samoan products 
among naval personnel. Although the merits of this artificially 
stimulated prosperity may be argued, the deflation of the economy 
following the departure of the Navy defies refutation. The simul- 
taneous loss of naval air and water transportation facilities left 
Samoa isolated from substantial markets and increased the difficulties 
of supply as well. 

Although the Department of the Interior has tried to fill this void, 
relatively few oceangoing ships and fewer than one-half dozen air- 
planes stopped in American Samoa during 1954. For the most part, 
American Samoa’s contact with the world is through Apia, in western 
Samoa. 

1. SUBSISTENCE AGRICULTURE 


Food production is important in American Samoa, not only in the 
general economic life but also for prestige pur poses. Food serves not 
merely to satisfy bodily needs, but also gives standing and authority in 
the community. <A Samoan fa iumily may gain prestige and power 
through its generosity in distributing wealth, rather than through its 
sagacity in accumulating it. 

The agricultural program of American Samoa stresses raising crops 
both for subsistence and for commercial export. Experimentation and 
educational projects aim to reach the ultimate potential in agricultural 
production. An aggressive extension service for the dissemination of 
agricultural information to the planters is one of the strengths in 
Samoa’s farm program. The director of agriculture, the farm man- 
ager, the vocational training teacher, and the assistant director, a 
Samoan high chief, are all experienced agriculturalists, and fully aware 
of the needs and potentialities of Samoa. The extension-service super- 
visor and 14 extension agents, are directing the planting of additional 
food crops on available arable and marginal land, introducing new 
fertilization methods, pest and quarantine controls, and modernizing 
other farm operations. It is not the function of this service to tell the 
farmers which crops to raise, nor to develop exotic crops, but to im- 
prove the yield from crops already being grown and to introduce 
methods of conservation and fertilization which will increase the 
potential harvests. The extension service, using Samoan leadership 
and through its radio-information programs and community meetings, 
is gaining acceptance by the general public and it is expected that 
favorable progress will follow this breakdown of conservative farming 
methods. 

The dairy farm is undergoing a decided change. Although con- 
tinuing its chief function—providing clean, safe, and high-quality 
milk for the people of American Samoa—the dairy i is attempting to 
improve its livestock with the eventual hope of interesting Samoans in 
family milk production. The dairy is being moved to a higher and 
drier area where the cattle will not be so susceptible to hoof rot. The 
new site will be somewhat closer to the modern pasteurization plant 
in Pago Pago. 
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Although originally designed for introducing experimental crops and 
livestock, it is reported that the government experimental farm had 
until recently produced Temperate Zone food crops chiefly for contract 
employees. Within the past 2 years, the farm has been improved by 
rearranging its layout and by constructing new buildings. These 
changes will enable more efficient use of labor and land resources. 
When available, prison laborers cultivate the crops and do most of the 
maintenance work on farm buildings. The farm now contains ap- 
proximately 45 acres, of which only 11 are level or tillable. A rotation 
system is being carried out whereby some of the older, worn cropland 
can be rejuvenated. Like cropland in other tropical and subtropical 
communities, these plots become unproductive after a few harvests 
unless proper tillage and fertilization methods are practiced. In one 
case on the farm, a marginal area that for years had been plowed has 
been converted into a calf pasture. In another, a badly eroded 
hillside was planted to coffee and dadup, a nitrogen-fixing tree. It is 
planned to undertake a large-scale cacao-planting program in fiscal 
1955 with selected seeds from western Samoa. If the world market 
for cacao can be stabilized at the present high level, successful cultiva- 
tion of this crop should greatly benefit Samoan economy. 

Experimental plots have been seeded to ramie, pigeonpeas, cow- 
peas, sun flowers, sweet corn, melons, tapioca, yams, and numerous 
green vegetables. Although these and other crops have been grown 
on the farm for years, it is reported that records on plots, seeds, 
yields, and pests were not maintained. Thus, as an experimental 
station, the farm had lost much of its value, until such recordkeeping 
was instituted recently. 

The poultry project appears to be operating on a sound basis. A 
brooder, laying and feeding pens were built in 1954 and records are 
kept on the high-grade birds. Breeding stock are traded or sold to 
Samoan families. A long list of requests remain unfilled even though 
baby chicks were selling for 50 cents each at the time of the con- 
gressional visit. 

The staff entomologist has been active in research projects concern- 
ing insect and plant-disease control, quarantine measures, and fumi- 
gation methods. The importance of his work, the number of tasks 
requiring his supervision, and the impact of the success of his under- 
takings warrant the addition of a trained assistant. The agricultural- 
ists are working closely with the Department of Education in this 
phase of vocational training and the long-felt reluctance on the part of 
the Samoans to accept changes in agricultural methods may soon be 
weakened. 

At present the problematic aspect of agriculture is not producing 
food for subsistence but developing possible and desirable commercial 
crops for needed money income. 


2. COMMERCIAL AGRICULTURE 


Although American Samoa produces only a minor share of the 
world’s output, copra is easily its leading commercial product. In 
1954, fewer than 2,000 tons were harvested in American Samoa, but 
this represented a 60-percent gain over the previous year. This in- 
crease in tonnage parallels the rise in price. Copra prices fluctuate 
greatly on the world market. In 1946 top-grade copra sold for as 
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little as $50 per ton and in 1954 top grade brought $200 a ton. This 
instability plus the lack of large Samoan producers with commercial 
experience make it advisable for the administration to assist in mar- 
keting the crop through a copra board composed of Government 
officers and Samoan leaders. The Chief of the Management Service 
Division acts as chairman of the board in charge of the copra fund 
which operates as a cooperative enterprise. 

Copra is purchased by members of the cooperative and stored in 
cooperatively owned sheds until ready for transshipment to Pago Pago. 
When a shipload of copra is ready for marketing, bids are opened 
through an agent, Atkins, Kroll and Co., of San Francisco and neces- 
sary shipping arrangements are made. When the individual planter 
has delivered his crop to the storage shed, he receives a warrant from 
the cooperative drawn against the coprafund. This warrant is negoti- 
able by endorsement and equivalent to cash at any trading store in 
American Samoa. A revolving fund provided by accumulating a sur- 
plus furnishes money for copra purchases. Thus the small planter 
rarely finds it necessary to borrow money from the Government or the 
Bank of American Samoa. With the substantial revolving fund under 
which the board is now operating, it should not be necessary for the 
board to negotiate loans except in rare instances. 

When the Samoans have acquired business acumen sufficient to 
manage financial transactions relating to copra marketing, the entire 
operation of the copra fund will be placed in their hands. 


8. HANDICRAFTS 


Samoan handicraft, considered among the finest in the Pacific, finds 
a ready market in Hawaii and mainland United States. The produc- 
tion of tapa cloth, laufala (pandanus), matwork, and woodcraft pro- 
vides a major source of income and gainful occupation for hundreds of 
Samoans in their homes. Strong in the belief that increasing handi- 
craft income is practical, the Government of American Samoa organ- 
ized in 1946 the Samoan Industries Board. The board immediately 
took steps to assist producers of mats and woodcraft in marketing their 
products outside the Territory. This cooperative agency composed 
of both Samoans and Government officials was established with Gov- 
ernment assistance but is now self-supporting except for the technical 
assistance and administrative guidance received from the Government. 
During 1954, Samoan Industries sales totaled $58,539.83, its net worth 

ras valued at $25,533.35. 

Samoan Industries appears to be a sound organization and is ful- 
filling a long-felt need. Operating on a plan similar to the copra fund, 
the manager and his production staff purchase the output of local mat 
workers and woodcarvers only if the items meet very strict standards. 
As a result, wholesalers can now be assured of purchasing large orders 
of standard items. As yet, however, the board has not been able to 
solve its most serious problem, transportation. If more frequent 
transportation can be made available, the export of handicrafts could 
be doubled within a year. There is no shortage of laufala or paper 
mulberry (the raw materials used in the mats and tapa cloth, respec- 
tively) and at least 4,000 skilled weavers would be willing to work 
full or part time to produce these articles. Likewise, several hundred 
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skilled woodworkers and craftsmen are immediately available. Since 
the transition from naval to civil administration, the industries have 
not been able to exploit fully the possibilities of the American market. 
The Territory’s economy will be enhanced to a large measure if 
Samoan Industries, worbiine | in conjunction with the Government, 
can develop improved techniques, production of high quality articles 
and new accessible markets. The schools are expending consider- 
able effort in improving handicrafts. More along this line could 
and would be done if the need arose. It might be that the proposed 
museum would acquire samples, designs and patterns of high-quality 
handicrafts from other islands in the Pacific. Perhaps Samoan crafts- 
men would find new ways to exploit their skills and to spur their 
activities. 

The Samoan Industries operates not only in regular channels of 
marketing, but also supported the economy during a crisis. In 1952 
a food shortage developed as a result of a failure of the breadfruit 
crop, a local staple food. It appeared as if the Samoans would be 
forced to consume a major portion of their taro crop, another staple 
food, before maturity. This would have eased the situation momen- 
tarily but would not have been a solution to a real problem. To 
avoid what could have been a catastrophe, the Government of Amer- 
ican Samoa guaranteed a bank loan of $21,000 to the Samoan Indus- 
tries Board to finance the purchase of locally produced laufala mats 
in a quota system from all villages on a basis designed to insure that 
during the critical food shortage, each village would receive a minimum 
cash income to purchase basic foodstuffs from trading stores. Pur- 
chase of the mats from individual villages ranged from $200 to $600 


according to their respective populations. The board placed a sub- 
stantial order for mats with the United States Navy and promptly 
liquidated the loan. Thus in this instance the important, immature 
taro crop was protected and a profitable business was established for 
Samoan Industries and the Bank of American Samoa. 


FISHING AND OTHER INDUSTRIES 


It has long been recognized that Samoan waters abound in fish, that 
the Samoans like to eat them, but that very few Samoans know how 
to engage in pelagic fishing. Although Polynesians have fine reputa- 
tions for reef and lagoon fishing, they do not go to sea and spend 
weeks at a time in commercial deep-sea fishing. Over the years, 
various projects have been undertaken to encourage islanders through- 
out the Pacific to engage in commercial fishing enterprises; but as 
yet, none have been successful. 

Shortly after the close of World War IT, Mr. Harold Gatty, noted 
transoceanic pilot, heading a firm financed by Rockefeller Foundation 
funds, attempted to establish a commercial fish cannery in American 
Samoa. He constructed a modern cannery and purchased a fleet of 
fishing vessels with which he expected to catch yellow fin tuna, albe- 
core, and marlin in Samoan, Tongan and Fijian waters. Because of 
poor organization and the Samoans’ inability to catch fish, the firm 
soon went out of business and was disposed of to the Wilbur-Ellis 
Co., of San Francisco. After several years, during which the —_ 
failed to go into operation, Wilbur-Ellis decided to give up the project 
and sold its vessels. The cannery was purchased by the government 
of American Samoa at salvage value. 
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After lying idle for 4 years, the cannery was leased to the Van Camp 
Sea Food Co., of California, in December 1953. The original lease 
provided for a 1-year trial period during which the prime objective 
would be to ascertain the quantity and quality of commercial fish 
caught for canning purposes and to ascertain the adaptability of 
Samoan labor. During the past year, the Van Camp Co. invested 
some $50,000 in new equipment and improvements. 

From January through April 1954, Van Camp Co. and the Tokyo 
Marine Products Corp., with whom the former had entered into con- 
tract, carried out in American Samoa the first joint American- 
Japanese venture in the history of Central Pacific tuna ne A fleet 
of 7 long-line boats, manned by Japanese fishermen, based in Pago 
Pago, with the logistical support of 2 American freezer ships, fished 
in a several hundred mile radius of American Samoa. 

During 1954, the cannery was in operation for only 6 months, yet 
over 200 tons of fish were processed and another 400 tons of frozen 
fish were sent to the United States. Some 160 Samoans were engaged 
and trained to work in the cannery. Most of them were able to learn 
their operations and seemed to enjoy their work. The cannery re- 
opened in December and, at latest reports, was operating at a larger 
scale than last year, although not at full capacity. 

The enterprise, although hardly an unqualified success, did result 
in full-scale operation for the first time since the cannery’s construc- 
tion. The results indicate that a continuing and expanding tuna 
fishery in American Samoa is a distinct possibility, providing certain 
basic problems of supply and organization are met and solved. With 
full cooperation between Van Camp and the government of American 
Samoa, there is reason to believe that these obstacles will be overcome. 

In an attempt to improve economic conditions in American Samoa, 
the Department of Interior for the past 2 years has been negotiating 
with a garment factory to establish a textile industry in Pago Pago. 
The major problem facing this industrial development in American 
Samoa is the application of the Wage and Hour Act of 1940. The act’s 
minimum wage of 75 cents per hour is entirely out of proportion to 
the local wage scale in the South Pacific, and would upset the economic 
balance unless American Samoa could somehow be exempted from its 
provisions, This does not seem likely and, as a result, negotiations 
have reached a stalemate. It is improbable that further efforts will 
be made to establish a garment factory unless some mutually satis- 
factory method can be devised to comply with the provisions of the 
law without upsetting the Samoan wage scale. 


5. TRANSPORTATION 


A major problem militating against economic development is the 
lack of transportation facilities in American Samoa. Concomitantly 
with the transfer of administration of American Samoa from the 
Department of the Navy to the Department of the Interior there has 
been a definite shortage of both air and surface transportation into 
and out of the islands. 

The bulk of the marine transportation is provided by a converted 
mine sweeper, the Manua Tele, and the privately owned M. V. Samoa, 
for which the Government serves as agent. The Manua Tele is on 
charter from its owners who reside in the Manua group. It serves 
as the only direct line between Tutuila and the airlines at Canton 
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Island for transporting visiting officials, contract employees, and 
Samoans en route to and from Honolulu and the United States. It 
also makes fortnightly runs between Pago Pago and Apia and facili- 
tates passenger and freight service. 

Matson Navigation Lines are planning to begin operation of 2 
small, 360-passenger, luxury liners in 1956 which will make month] 
stops in Pago Pago on their San Francisco-Honolulu-New Zealand. 
Australia runs. 

Except for an occasional military plane, American Samos is entirely 
without air service although its airfield at Tafuna is sufficiently large 
to accommodate four-engined craft. This void may be filled if the 
Civil Aeronautics Administration and Pan American Airways can 
arrange terms for a plane to bypass Canton Island and make Tafuna 
a port of call between Honolulu and Fiji. Samoan Airlines has 
applied for a charter to operate a feeder line Menon Tafuna and Apia 
and Tafuna and the Society Islands. 

If these plans materialize, the economy of American Samoa will be 
stimulated immeasurably and might in time become stabilized. 


6. BANK OF AMERICAN SAMOA 


The Bank of American Samoa is a service institution operating 
independently of the government. It does, however, receive general 
supervision from government officials in the capacity of bank directors. 
The bank provides for the government, the commercial community, 
and the people of American Samoa, a full range of banking services. 
During its 40 years of operation, the bank has achieved a reputation 


for iis advanced techniques and ability to meet the needs of an under- 
developed territory. 

The committee feels that the bank manager and his Samoan 
employees are deserving of high praise. They have established a 
system that may well set the pattern for banking not only in the 
South Pacific, but throughout other underdeveloped areas of the 
world. 

A sharp increase was made in demand deposits for the previous 
year. This unexpected large increase was due primarily to the deposit 
of all government funds in the Bank of American Samoa, and also to a 
substantial increase of revenue from the United States in the form of 
allotment checks and pensions. During 1954 a great many American 
Samoans left their islands and either joined the Armed Forces or took 
private employment in Hawaii or the United States. This immigra- 
tion has financially aided American Samoa inasmuch as almost all of 
these immigrants returned part of their earnings to relatives in Ameri- 
can Samoa. A substantial increase in time deposits indicates that the 
Samoans are becoming aware of the benefits of saving. This is gratify- 
ing inasmuch as a great emphasis has been placed on promoting the 
habit of saving to the people of American Samoa by the management 
of the bank. A majority of the 846 loans granted to the Samoans 
were for building and repairing homes, purchase of capital goods, such 
as automobiles, sewing machines, refrigerators, bicycles, and home 
furnishings. Loans also were granted for construction of village 
schools, churches, and other community improvements. All these 
loans are being repaid as agreed. No losses were incurred, and 
delinquencies in payment were nil. The loan program teaches the 


Samoans the responsibility of obligation, and the value of a good 
credit standing. 
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7. IMBALANCE BETWEEN POPULATION INCREASE AND FOOD PRODUCTION 


Another problem studied by the committee concerned the imbalance 
between American Samoa’s phenomenal population increase and its 
food production. The alarming rate of population increase in Ameri- 
can Samoa exerts undue pressure on its limited food resources. 

Until 1900 American Samoa was waging a losing battle against 
harmful consequences of contact with European civilization. Lacking 
immunity to diseases new to the region such as pneumonia, dysentery, 
weasles, gonorrhea, and syphilis, even occasional contact from visiting 

vessels often resulted in decimating epidemics. Inability to cope with 
do tragic toll of disease, “black-birding,’”’ alcohol, firearms, and other 
consequences of early trade and commerce in the region, coupled with 
the effect of disruption of customary ways of life following European 
ccntact, combined to produce a widespread apathy among the 
Samoans. As a result a low birthrate coinciding with an abnormally 
high death rate reduced the population to a very low figure. 

In 1839 Capt. Charles W rlkes, United States Navy exploring 
expedition, estimated the population of the islands now comprising 
American Samoa at 10,000. Forty years later this figure had dwindled 
to 7,000 and when United States obtained the islands in 1899, the 
population was 5,659. Largely due to the excellent health and sanita- 
tion program instituted by the American admipistration, the total 
population rose to 7,776 im 1920; 12,908 in 1940; 18,600 in 1950; and 
22,400 in 1954. ‘This increase in population between 1940 and 1950 
represents the unusually high rate of 46.7 percen'. If this same rate 
of increase were maintained, the population would be about 27,300 


in 1960 and 40,050 in 1970. During the past 50 vears, the amount of 
cropland has remained nearly unchanged. Only a few additional 
acres have become arable and these are largely marginal or submar- 
ginal, 

The accompanying chart indicates the declining ratio of cropland to 
each individual person in American Samoa. 
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It is now difficult for a farmer to produce sufficient food for the 
members of his household on the limited amount of cropland available 
to him. By 1970 it will be impossible to maintain a family on the 
0.225 tillable acre available per person. 

Obviously, small individual family holdings do not produce maxi- 
mum crop yields, but any plan for consolidation of tracts runs afoul of 
Samoan detailed and exacting rules of land tenure. It is not com- 
munalistic, but involves a very complex relationship between indi- 
viduals and familes and their rights and duties. Some families possess 
their land undivided, and no matai can alienate land without family 
approval. Some land is in part common and in part family property. 
The various heads of families have come to agreements as to the portion 
to be cultivated by each individual and which belong to him for the 
time being. 

Roughly 20 percent of the total area of 76 square miles is arable. 
In the past, even under primitive methods of cultivation, these 15 
square miles (9,600 acres) were sufficient to provide food for the 
population. Although improved techniques of farming have increased 
the yields, they have not multiplied in the same proportion as has the 
increase in the number of inhabitants. More intensive use of the 
cropland is undoubtedly possible through intertillage, multiple crop- 
ping, crop rotation, increased fertilization, and clearing additional hill 
po (although most of the reasonably gentle ones are already being 
used). 

Previous sections contained descriptions of the administration’s 
methods of increasing local production of subsistence and commercial 
crops, and of creating employment through stimulation of commercial 
fishing, handicraft production, and other industries. Emigration is 
another method of relieving population pressure. 

An emigration project was undertaken in July 1952 when 958 
American Samoans were transported to Hawaii. Most of this 
number were military personnel and their dependents. Some young 
men accompanied the group and subsequently enlisted in the Armed 
Services. Still others were able to find a sponsor in Hawaii who 
would guarantee that they would not become public charges in 
Hawaii. Within 2 years after their arrival in Honolulu, the migrants 
had located as follows: 

Returned to American Samoa 
Joined the armed services and assigned elsewhere 
NS a ae ee ee 119 


Migrated to other islands in Hawaii 
Remained on Oahu 


Of the 511 Samoans presently remaining on Oahu, most of the 
wage earners are employed as truckdrivers, farmers, foremen, car- 
penters, policemen, domestics, typists, and church workers. Most 
families live in the vicinity of Pear] Harbor and in the Mormon com- 
munities in northeast Oahu. To what extent the migrants have 
improved their economic conditions is difficult to ascertain, but at 
least many of the military personnel have the satisfaction of having 
their dependents near them rather than in American Samoa. When 
they are no longer members of the Armed Forces, few heads of families, 
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with the large number of children they are accustomed to having, 
can maintain the same standard of living outside American Samoa. 
The salaries of civilian jobs for which they qualify will not compensate 
for the loss of commissary and ships store privileges. Either economic 
standards will have to be adjusted downward or the families will have 
to return to American Samoa. 

Although sufficient time has not elapsed to form definite conclusions 
as to the success of this emigration project, it does not augur well for 
future mass population movements. Inasmuch as American Samoans 
are not citizens but nationals of the United States, the freedom with 
which they may move is somewhat restricted, but they experience 
relatively little difficulty in obtaining travel permits and passports. 
The number of places to which American Samoans can migrate and 
become adjusted without serious difficulty is limited. T hey could 
possibly locate in the Trust Territory of the Pacific Islands but they 
would probably lower their standard of living by doing so and would 
also lose their United States national status and become citizens of 
the Trust Territory. It is improbable that they would wish to become 
assimilated with the Micronesians. On the other hand, because of 
greater skills and sophistication, they might upset the Trust Territory’s 
economy by taking over enterprises from the Micronesians. It is 
doubtful if any sizable number could be accommodated on Guam 
unless they would be willing to work as domestics. They could not 
surpass the skilled Guamanians in performance, although they might 
replace some of the 12,000 Filipinos now employed on Guam. Very 
few if any could be resettled on the more desirable islands in the South 
Pacific which are already supporting an optimum population. 

Another factor unfavorable to mass migration is the loss of political- 
social status associated with leaving American Samoa. A young 
Samoan can retain his rank in the matai system while away from his 
home on a military or Government assignment or while attending 
school. If he terminates his military or Government career and 
accepts off-island employment beyond a 3-year period, he auto- 
matically forfeits the title or rank. Since this means so much to 
the average Samoan, he hesitates to sever his home ties. Of course, 
with the passing of time and as more and more Samoans marry outside 
the matai system, these strong ties will be lessened. These obstacles, 
however, should not militate against the advisability of pursuing the 
search for underdeveloped areas. 


V. Miuitrary Propiems 


Conversations, official and nonofficial, with Samoans, revealed gen- 
eral concern over military personnel matters. These included (a) the 
establishment of a Marine Corps Reserve unit, (b) the continuation 
of a recruiting program, and (c) arranging for leaves and furloughs for 
Samoans in the Armed Forces. 

Approximately 300 eligible young Samoans and perhaps 10 ex- 
officers of the various military services have indicated possible inter- 
est in joining and staffing a Reserve unit in Pago Pago. Government 
officials and Samoan leaders feel that as a defensive measure, for 
economic reasons, and as a means of stimulating interest in military 
careers for young men, the establishment of a Reserve unit is highly 
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desirable. Governor Lowe has been pressing for action of this matter 
since his inauguration. At present there appears to be little likeli- 
hood for the establishment of a unit unless it is placed on a reimburs- 
able basis by the territory. This does not seem probable. The De- 
partment of Defense does not consider American Samoa a major defense 
area and is not inclined toward an expenditure of funds for the estab- 
lishment of a Reserve unit. The cost of organizing, equipping, and 
staffing the unit does not at the moment justify the expense that would 
be involved. 

Among the passengers on the plane provided for the committee from 
Hawaii to American Samoa were 17 marines returning home on fur- 
loughs. Several of these servicemen had not been home for 3 or more 
vears. The matter of providing transportation from Hawaii to Tutuila 
for military personnel going on furlough is a subject for the Com- 
mander in Chief, Pacific (CinCPac) and the Fleet Marine Forces, 
Pacific, to work out. Contingent upon available transportation facili- 
ties and plane crews, the Secretary of Defense recommends that an 
effort be made to provide the same furloughs and leaves for Samoans 
as are provided for other military personnel. Recent reports from 
CinCPac indicate that plans are underway to make furloughs avail- 
able for Marine Corps personnel. Other military services will be 
responsible for arranging transportation for their personnel. 

The Department of Defense was pleased with the success of the 
1954 Navy recruiting program in American Samoa in which 84 young 
men were selected for service. <A similar project is planned for 1955. 
Unless a recruiting team is sent to American Samoa, the potential 
servicemen find it impossible to enlist without traveling to Honolulu, 
the nearest recruiting office. 

Membership in the armed services is very popular with American 
Samoans and they enjoy the prestige that goes with it. Most of 
them are grateful for the opportunity to serve in the Armed Forces 
because of the income they derive therefrom, as well as the broaden- 
ing experience they enjoy. Perhaps less than half of them expect to 
return to their homeland upon completion of their enlistment, while 
the others hope to reenlist. 

Their years spent in the military service have tended to accelerate 
acculturation and to give them a feeling of sophistication that was 
not previously known. In several cases, these young Samoans ap- 
peared prone to look upon many Samoan customs as being outmoded, 
and felt that the pattern of living followed in Hawaii and on the 
mainland should be adopted in Samoa. They questioned the logic 
of the tribute they are expected to share with members of their ex- 
tended family and the authority of the matai system which plays 
such an important role in Samoa. On the other hand, those young 
men, who are already matais or who may expect to be, are inclined 
to yield to the accepted social system. So far as the congressional 
party ascertained, no one attached a stigma to marrying girls from 
Hawaii or the mainland. The Samoans are not particularly concerned 
with having the most desirable young men leave their islands during 
their most productive years. They realize there is not enough room 
for all to maintain themselves on their islands. 
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VI. PERSONNEL PROBLEMS 


Information gathered concerning several personnel problems indi- 
cated that considerable dissatisfaction exists over the nonapplicability 
of civil-service regulations to the United States contract employees 
in American Samoa. Only six Federal stateside emplovees are pres- 
ently on the staff of the Government. They are; the Governor, the 
secretary of American Samoa, the chief justice of American Samoa, 
and their three secretaries. Few of the other 39 non-Federal Gov- 
ernment employees in American Samoa had civil-service status when 
recruited. They are not maintaining their ratings, nor are they 
enjoying such privileges as retirement, compensation coverage, or 
within-grade pay increases. It was the consensus of the contract 
employees that they should be given credit for the time employed by 
the government of American Samoa when and if they return to civil- 
service positions. Employees believe that credit should be earned in 
a manner similar to that earned by serving in the Armed Forces and 
then returning to civil-service positions. 

Although the Civil Service Commission is aware of the difficulty 
this discrimination causes in recruiting new personnel, the ruling to 
except government of American Samoa employees from civil-service 
status was made by a civil-service administrative decision, and 
Federal legislation would be required to alter the ruling. The Civil 
Service Commission decision stems from a rule which prohibits giving 
civil-service status to employees paid from non-Federal appropriated 
funds. This is the case in American Samoa where grant-in-aid funds 
and local revenues are commingled before they are expended. A\l- 
though anxious to get status for his contract employees, Governor 
Lowe expressed himself as favoring grant-in-aid funds in preference to 
having all money come in as direct Federal appropriations. He 
believed the use of commingled funds makes possible the wisest 
utilization of money, without being hampered by budgetary regula- 
tions. 

It is believed that competent stateside personnel can continue to 
be recruited without the benefit of offering civil-service status, although 
a policy of granting leaves of absence for employees so that they would 
not lose status is worthy of consideration. Civil-service status would 
impose Federal proceedings for handling personnel matters, well 
suited for continental United States, but which are scarcely adaptable 
to American Samoa. Due to the great distance between mainland 
United States and Pago Pago, and the resultant necessity of flexibility 
in handling personnel morale problems, which arise due to the close 
social contacts in an isolated place like American Samoa, the com- 
mittee feels there should be more leeway for administrative deter- 
mination than the strict adherence to Federal regulations permits. 
Under present procedures, non-Federal positions can be filled through 
the employment of retired military officers. Thus far, lack of civil- 
service status has not affected teacher recruiting, as few of the pros- 
pects are federally employed at the time of application. 

During a staff meeting with the Governor, it was suggested that a 
contingent fund might provide for flexibility in expenditures. Such 
a fund would have the additional advantage of being federally 
appropriated, and would therefore meet the objections of the Civil 
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Service Commission to using commingled funds for paying contract 
employees. Further study of this possibility might find a mutually 
satisfactory solution. 

During fiscal 1954 the administration made progress in reducing 
the number of stateside employees from 53 to 45. Reductions 
occurred in the agriculture, education, and budget and finance depart- 
ments. In several of these cases, the positions were filled by Samoans, 
most of whom were promoted from junior positions. 

It is encouraging to note that during fiscal 1954, 13 non-Federal 
and Federal stateside contract employees were reemployed. The 
experience gained in American Samoa during these employees’ first 
term can be utilized in their subsequent service. Usually a person’s 
usefulness increases during his second term of service and the expensive 
recruiting costs are eliminated. 





78155 O - 56 ( Face p. 426) 












~~ 


UDICIAL Semmes 
HIGH 4 Covel 
OrsT@ict Cove}rs 


sisi iceman 
PLANNING OFFICER) 
PUBLIC DEFENDER) 


ee peemenmasgel 


| 
{ copna FusDd } } 
\ " 
So0aco or 
Orme c Tors 


;}COPRA Bosro | 


ncalisineda I 
f ‘] f INFOQ MATION 
AUDIT OFFICE | Ano 
[anv tOucal 


CENTRAL GOVERNMENT 











DEPARTMENT DEPARTMENT DEPARTMENT 
- % ge 
AGRICULTURE BUOGET AND FINANCE EDUCATION 






(TREASURE? 






CLEMENTARY 


eicatesiatialan EDUCATION 


—————-———— 


SECOMDARY 
EDUCATION 





EXTENSION 
SERVICE 


GENERAL 
SUPPLY 







VOCATIONAL 
SCHOOL 


TEACHER 
TRAINING 







BOARD OF 
EDUCATION 
cAOvisoRey) 















P baveanes wl OF 
MaAMAG Ew int 


DEPARTMENT OF 


LEGAL AFFAIRS 
AWD PUBLIC SAFETY SERvces 


[(aTTonney GEmeQAL | 


go OP 


POLICE PROPERTY 


PROTECTION 7 me awacemenr 


in 


— 


Business 


- PRISON tH} = OP La ation 


| 
S&S 


_ 


Fiere 


PROTECTION 


u 


it _ 
| 
| CaNnmeay 
Liaison 


7 {semonn mows One) 


TRANSPORTATION H 
| | | 
et ! L 


GOVERNMENT OF AMERICAN SAMOA 


SECRETARY OF 








4 THE 
INTERIOR 
- } 
1 GOVERNOR , 
SECRETARY || 
7 T 
{ gana oF lL, 
Aet Q1( Am Sam0e) | 
i He«eo oF 
i Oretcloas 
= I_ } 
oe orice! 
e. ae 
—~ paul anesill iy 
DePast etal oF Of Paagtnrat 
or 


i MeO cae SEOWICESE 
MEOUTAL BOaeo Pumice wonns 


aml end | 





PUBLIC ME ALT 


Ano FuLD 
Ors Pinsaenes Meinl Cmance 
SS 


| MOB PITAL 
i - ano UTicetres 
LEPROSAQWwA 
j unt j 


OPCEET Ome 
aud 


acmooce 


. ud'ss “Ge 


COwste@uctoa 





| 
HoePritar 
| PuBLic 


ano 
WEALTH 
| ADVISORY 60480 


J ac 









2 - s 


Ltetwounns 
curr 


omewm i ation 
Fr ' 





| LOCAL GO 


| 


sve 

i 

j 

i county ~ 
GOrtenmmcat tens 

| « . 

| 

| 

| 

| . at 

i 

i 


1 | 


Goel ge er « 


(21) * 


— + 
meds + 
j oars ‘ 
O@iwe fr T Mow | 
TQACLt AY 1] tem 


CHECKEO BY € Aw Y 
SuPv 
mc HAG Gt taw > 

L ORGAN 
pate 

= 4 

r yA! . 


L SuBMITICD ®Y 


Date 
" ). 


AMERICAN 


RY OF 
E 
RIOR 


OF 


4 ERNOR 
RNOR 
iin 
BANK OF 
untitch ) 


Boaeo oF 
Ovecciors 


PERSONNEL wna 


MENT OF DEPARTMENT 
L SEQvICES OF 
L Boarn PUBLIC WwoRKs 


WC MEALTW OPERATIONS 


FuLOo and | 
NSARIES MGINTENANCE 


UTILITIES 


COmsTeuction 


TAL AND 
WEALTH 
DRY BOARD 


APPENDIX 2 


COUNCK OF CGISLATVE GRANCH 
| CERQREMONML sae 
CHIEF st 
L HOUSE OF 
oe RePar seaTATIVES 


COMMUNICATION 
OPFICE 


CAL VERNMENT 


$$ 


DEPARTMENT OF 


LEGISLATWE LIMSON 


ny 


WESTEQn | Manu'A EASTERN SWAIN 
OisTRictT OimsTRict DisTaict ISLAND 





cCounTyY COUNTY VILLAGE 
GOVERNMENT | GOVEENnmenT GOVE RAMENT GOVERNMENT 
(s) «5? aa) 


kes 


vii AcE | VILLAGE Vir AGE 
GoveRNmENT | GoveasmenT Gove RNMENT 


(21) (8) (23) 


DESCRIPTIO 


CHECKEO BY: E AW 
SuPv. 


i -MERICAN SAMOA 
span elasiaaain aac iinet tcimaaspinmmnpeiamti 





APPENDIXES 


APPENDIX 1 


Pan AMERICAN Wortp Arrways System, 
Washington 5, D. C., June 27, 1955. 
Dr. J. L. TaYuor, 
1324 New House Office Building, 
Committee on Interior and Insular Affairs, 
Washington 25, D. C. 


Dear Dr. Taytor: As you requested, quoted below is telegraphic communi- 
cation which we received from our Pacific-Alaska division: 

“Title to PAA Hotel Canton was assumed by Government during World War IT 
under our operating contract with Navy. In October 1946 PAD reoccupied 
hotel under Navy permit for nominal rental and rehabilitation cost. In August 
1948 custody of hotel passed to CAA under Public Law 647 and PAD continued 
as tenant under CAA revocable lease C6CA/163A paying rental and maintenance 
costs until November 1954. Hotel is now decommissioned and boarded up. Jim 
Francis is in business catching and freezing fish at Canton for low rate air shipment 
to Honolulu. Understand he may have attempted rent some of the hotel facili- 
ties from CAA but latter restricted to dealing with aeronautical agencies. There 
may be some move to have hotel facilities transferred to Department of Interior 
jurisdiction. Suggest CAA Washington has full information.” 

Sincerely, 
E. G. Rornmrock, Manager. 


Résumé oF MINuTES OF PROCEEDINGS OF SURCOMMITTEE MzxsTING WitTH 
GOVERNOR OF AMERICAN SAMOA AND HIS CABINET, NOVEMBER 12, 1954 


Those present: 
W. N. Aspinall, Interior and Insular Affairs Committee 
A. T. Lausi, Deputy Director, Office of Territories, Department of the 
Interior ’ 
J. L. Taylor, consultant, Interior and Insular Affairs Committee 
R. B. Lowe, Governor of American Samoa 
A. M. MacQuarrie, secretary of American Samoa 
A. A. Morrow, chief judge 
G. W. Hedman, attorney general 
QO. A. Hill, manager of bank 
J. C. Cool, Samoan affairs officer 
M. A. Howell, director of agric ulture 
High Chief Tufele, assistant director of agriculture 
R. 8. Caldwell, communications officer 
Il.. M. Fort, director of education 
T. S. Smith, director of budget and finance 
J. P. Mosher, director of managemet t services 
R. L. Bothwell, information and adult education officer 
C. L. Lincoln, administrative officer, medical services department 
F. 8. Brenneman, M. D., public health officer, medical services department 
L. E. Fuerstenau, personnel officer 
E. A. Wilson, director of public works 
P. T. Coleman, public defender 
The Governor explained that the purpose of this meeting was to give the 
Washington representatives a chance to meet the staff and ask questions con- 
cerning objertives and activities of this government through various departments. 
He explained this might be followed up by private conferences if specific informa- 
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tion was desired from any department. The Governor presented the organization 
chart of the entire government and introduced each staff member in relation to 
his position in the government. (See appendix 2). 

Question. The organization chart shows no connection between the Governor’s 
office and the judicial. Is it completely separate? 

Answer (Judge). Yes, it is completely independent. 

Question. You are directly resporsible to the Secretary of the Interior? 

Answer (Judge). Yes. ; 

Question. How many district courts are there? 

Answer (Judge,;. There are five district courts. 

Question. Is the whole of American Samoa divided into five judicial districts? 

Answer (Judge). Yes. 

Question. Who is in charge of these districts? 

A. (Judge). The local judges. 

Question. Are these local judges trained in law? 

Answer. (Judge.) No. They sit with me on the bench. They are called 

ssociate judges and they sit in the district courts, and at times with me on the 
high court. They have no connection with the Governor’s office. 

Question. Are they appointed by you? 

Answer. (Judge.) No. They are appointed by the Governor upon my recom- 
mendation. 

Question. Does the Governor have the power to remove them? 

Answer. (Judge.) He can remove them with my concurrence—if there is cause. 

Question. No judge can be removed without your concurrence? 

Answer. (Judge.) That is correct. 

Question. The attornev general is appointed by the Governor and is responsible 
directly to the Governor? There is no advisory capacity with the judges? 

Answer. (Attorney general.) That is correct. The only relationship with the 
court is when we file information pertinent to trials, and so forth. 

Question. Where does the public defender come in this organization? 

Answer. (Attorney general.) The public defender’s office is independent of the 
attorney general’s office. He is supposed to defend criminals we accuse and must 
be independent. He does considerable counseling for people with legal problems 

Question. From whom did you get your appointment? 

Answer. (Public defender.) From the Governor. 

Question. Are you responsible in any way to the judge? 

Answer. (Public defender.) No. 

Question. Do you have a private practice? 

Answer. (Public defender.) No. Except certain cases which stem from legal- 
aid work which ! do for the government. 

Question. Are you a graduate of a law school? 

Answer. (Public defender.) Yes; I graduated from Georgetown University, 
Washington, D. C. 

Question. Are you a member of the bar? 

Answer. (Public defender.) Yes; District of Columbia bar. 

Question. Now, to personnel officer. How long have you been here? 

Answer. (Personnel officer.) I was appointed to help form the civilian govern- 
ment in the beginning. I started March 4, 1951. 

Question. Were you appointed by the original Governor? 

Answer. (Personnel officer.) Yes; through the Office of Territories. 

Question. Do you have a reappointment, or are you under civil service? 

Answer. (Personnel officer.) I just finished my term and returned a year ago on 
my second term. No, I lost my civil-service status when I came down here. 

(Governor.) One of the things we need here is civil-service credit to be given 
for time spent in American Samoa by Government employees. I don’t mean that 
they be given civil-service status, necessarily, but that they be given credit for the 
time spent here when they return to civil-service jobs. It should work much the 
same as when & man serves in the Armed Forces and returns to civil service—he is 
given credit for those years spent in the service. We believe it would be an added 
incentive in getting people recruited from the United States if this were done. 

(Mr. Lausi.) None of the overseas employees have civil service. I don’t believe 
it extends to overseas employment. 

(Governor.) I think credit only should be given. I believe the trust-territory 
employees have civil service. 

(Mr. Lausi.) There may be some there who have excepted appointments. 

(Governor.) We have six civil-service employees out here. The judge, clerk of 
the court, myself, Territorial secretary, my secretary, and the secretary’s secretary. 
Couldn’t this be settled by ruling? 
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(Mr. Lausi.) The ruling was made by administrative decision. 

(Governor.) Couldn’t it then be changed by administrative decision? If credit 
only could be given the employees, they wouldn’t be penalized by coming down 
here. 

(Mr. Lausi.) I really think it would take legislation. 

Question. Did this ruling affect many employees? 

Answer. (Personnel officer.) We started recruiting employees for civilian gov- 
ernment in February 1951 before the turnover in July. All employees here before 
that time were Navy. On June 27, 1951, Civil Service gave us a negative answer, 
and twice subsequent to that time their answer was in the negative. It was de- 
cided that employees of the local government are other than Federal employees 
because the money from which they are paid is commingled funds. 

Question. Who else besides American Samoa employees were involved by this 
decision? What other areas? 

Answer. (Personnel officer.) None. We were the only one. 

(Governor.) We believe that the best way to get funds is by grant-in-aid. It 
enables us to utilize our money to the best possible advantage. It is a decided 
advantage for us to get this money by grant-in-aid. We have more freedom, to 
some extent, than we would if all funds came under Federal appropriations be- 
cause we can utilize limited funds to their best advantage. 

Question. What else beside your civil-service rating did you lose, Mr. Fuer- 
stenau? 

Answer. (Personnel officer.) All the factors that go along with Federal employ- 
ment, viz, retirement, compensation coverage, and within-grade pay raises. 

Question. Would you explain the difference between grant-in-aid and the 
regular procedure of allotting for different departments? 

Answer. (Director, Budget and Finance.) We receive our appropriation in two 
forms. Appropriations for Governor’s office, the judge, and the legislature, 
which are subject to Federal regulations, and we receive in addition to this 
grant-in-aid funds used by the government of American Samoa, not subject to 
prohibitory acts. This money is disbursed in accordance with administrative 
determination. 

Question. As it goes through Congress, is there a difference in the funds? 

Answer. (Director, Budget and Finance.) Our budget is submitted to Congress 
in two distinct parts, appropriated funds and grants-in-aid. We receive appropria- 
tions in the same manner. 

Question. You mean you get an appropriation from Congress and can spend it 
as you please? 

Answer. (Director, Budget and Finance.) We get it as a Federal appropriation 
and grants-in-aid. 

(Governor.) We receive our appropriation this way: Governor’s office, the 
judicial branch, and the legislature are direct appropriations, and the fourth is 
grants-in-aid. These grants-in-aid cover operation of agriculture, education, 
public works, Samoan affairs, ete. Under this system, if we have some surplus 
funds in one division and need them in another division, we can transfer certain 
of those funds. That is why the government can operate more efficiently even 
if our total grants-in-aid appropriations are cut somewhat. 

Question. What would be the difference if you were requested to stay within 
your specific appropriation as listed by the committee and you had a contingent 
fund large enough from which to make drawings? 

Answer. (Governor.) You might want to discuss at length this matter of a 
contingent fund. We have talked about it before. Remember, we wanted a 
$100,000 cushion fund which would enable us to have enough freedom to utilize it 
to the best advantage. 

(Secretary MacQuarrie.) We do have local revenues which are not sufficient 
to cover the costs of operating the Government of American Samoa. Our objective 
is to attempt to make this government as self-sustaining as possible. The grant- 
in-aid funds are commingled with the local revenues and lose their identity as 
Federal funds. 

(Congressman Aspinall.) The only difference, in the States it is local personnel 
that handles funds. Here you have to have Federal personnel responsible for 
the funds—you have no local Federal personnel here. 

Question. In the special projects department I find a printshop. Is that the 
only printshop on the island? 

Answer. (Director, Management Services.) Yes, it is. I might add that the 
Special Projects Department has been changed to the Management Services 
Department, and includes Property Management. 





430 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


Question. Would there be a printshop on the island if there wasn’t one run by 
the government? 

Answer. (Director, Management Services.) I doubt it. Most of the printing 
done on the island is for the government. 

(Secretary MacQuarrie.) Several years ago we tried to get rid of it, and no one 
would take it. 

Question. Does it pay for itself? 

Answer. (Director, management services.) It makes approximately $700 per 
year over and above expenses. 

Question. Does that include charging the government for services performed? 

Answer. (Director, management services.) Yes. Printing is done ona job order 
basis and charged to the department requesting services. 

Question. How about the laundry? 

Answer. (Director, management services.) The laundry was transferred from 
management services to medical services just recently because over 90 percent 
of the services performed at the laundry was for the hospital. 

Question. Is this the only public laundry on the island? 

Answer. (Administrative officer, medical services.) Yes, to my knowledge. 

Question. Do you do laundry work for others besides the hospital and govern- 
ment personnel? 

Answer. (Administrative officer, medical service.) Yes. Anyone may bring 
their laundry for service. 

Question. Do you take care of hotel laundry? 

Answer. (Administrative officer, medical services.) Yes. 

Question. Are your charges reasonable? 

Answer. (Administrative officer, medical services.) I think very reasonable. 
We just took over the laundry, and we are trying to streamline the operation, 
and it is running in the red at the present time. 

Question. What about it before it was transferred? 

Answer. (Director, management services.) It showed a loss then, too, because 
over 90 percent of the services performed at the laundry were for the hospital for 
which they were not charged. This has been true in most of the divisions under 
management services; consequently actual costs have not been reflected. (Gov- 
ernor.) Departments were not always charged for services rendered in these 
divisions and therefore our services show an operating loss which, in many cases, 
does not actually exist. 

Question. Are you charging laundry against the hospital to see how much 
they are using? 

Answer. (Director, budget and finance.) Yes. 

Question. Do you think the local services could stand a little higher charge 
than that at the present time? 

Answer. (Director, management services.) The present rates are probably a 
little low in that prices are set up on a monthly basis, instead of by the piece. 
However, if we were to increase the service price to Jocal people it would not raise 
the revenue to any appreciable amount because, as stated, over 90 percent of the 
laundry is done for the hospital. Nearly all government personnel have house 
girls and washing machines and do not send their laundry out. 

Question. Now about the hospital. Is this the only apothecary service you 
have on the island? 

Answer. (Public health officer.) It is the only place that has a registered 
pharmecist. We do have 4 other dispensaries, 1 at the east end of the island 
called the eastern district dispensary; 1 at the west end of the island called 
the western district dispensary; 1 at Ofu which services both Ofu and Olosega; 
and 1 at Ta’u which has a ward where we can take care of 25 to 30 people. 
Most of the Manu’a patients are taken care of over there. The persons in charge 
of these dispensaries are called medical practitioners. Most of them received 
their training in medical schools in Guam or Fiji and they have the essential 
knowledge in medicine to take care of the people’s needs. 

Question. Does the Federal Government furnish all these services, as such, for 
Samoa? 

Answer. (Public health officer.) Yes; for the Samoans. There are charges 
made for other than Samoans. 

Question. There is no other place on the island where they can obtain these 
services except the hospital? 

Answer. (Public health officer.) No. 

Question. Do you have a drugstore in Pago? 

Answer. (Public health officer.) No. Some of the local stores sell a few patent 
medicines but there are no drugstores. 
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Question. To what extent do hospital patients pay for their care? 

Answer. (Public health officer.) There are several categories that receive free 
hospitalization because of the type disease they have. We do this to encourage 
their seeking medical aid. This group includes tubercular patients, leprosy 
patients, malnutrition cases, and once in a while a herdship case. American 
Samoans in the hospital are charged 25 cents per day and this includes al) services, 
obstetrical, medical, X-rays, etc. 

Question. Does that 25 cents per day also cover their food? 

Answer. (Administrative officer, medical services.) Yes. Contract employees 
are provided with free hospitalization and medical services. We have a charge 
schedule for persons not contract personnel or Samoan. ‘These rates were set up 
last January. The charge for non-Samoan, noncontract employees is $4.50 
ver day. 

' Question. If you break down the costs of operating the hospital, how does that 
compare? 

Answer. (Administrative officer, medical services.) The daily Samoan patient 
cost will run about $3 per day. The $4.50 charged does not include X-rays, 
laboratory work, etc., that is all extra. They do receive special nursing service 
and such as that. 

Question. You mean they could have round-the-clock nursing service, food, ete., 
all for $4.50 a day? 

Answer. (Administrative officer, medical services.) The people in this special 
ward usually have their food sent in. The general diet at the hospital consists 
mostly of Samoan-type food. The patients are usually non-Samoan and prefer 
to have their food brought in from their homes or the hotel. They pay for their 
food when it is brought in; however, if they eat hospital food, it is included in the 
$4.50, 

~~ What qualifications are required for a person to enter nurses’ training 
school 

Answer. (Public health officer.) At the present time they must be ninth-grade 
graduates. We encourage the girls to go on with their schooling to lessen the 
number of applicants for nurses’ training school, and also for them to further their 
education, 

Question. What is the average age of these applicants? 

Answer. (Public health officer.) I would say 18. It may be a little higher 

Question. What are the qualifications for nurses at the leprosarium? 

Answer. (Public health officer.) They are Samoan graduate nurses. These 
nurses have finished their 4-year course and have had special training. 

Speetiem Now to public works. What is included under your utilities opera- 
tion { 

pe eanee (Director, public works.) Telephone, water, and electric distribution 
plant. 

Question. Who has charge of the highway? 

Answer. (Director, public works.) We have a trained Samoan boy who has 
charge of it. 

Question. What does electric power cost? Could you furnish that? 

Answer. (Director, public works.) Yes, we just finished a cost analysis on 
that, 0.0207 per kilowatt, not including depreciation and some other hidden 
items. It has come down considerably because we have overhauled our machines 
and now receive maximum service from them. 

Question. How many people use electricity here? 

Answer. (Director, public works.) Around 65 Government users, plus con- 
tract employees—around a total of 320 total consumers. 

Question. Are there telephone charges? 

Answer. (Director, public works.) Yes. We charge the individual users. 

Question. What does it cost the Samoan people to have a telephone? 

Answer. (Director, public works.) $2.50 per month: however, it costs them 
$35 to have it installed. 

Question. Do you have party lines? 

Answer. (Director, public works.) No, they are all private lines. 

Question. What does the average Samoan family who has electricity pay per 
month? 

Answer. (Director, public works.) Approximately $3. It would cost them 
around $5 per month for kerosene, so they have found electricity is cheaper. 

Question. What electric appliances would these families have? 

Answer. (Director, public works.) They have no applicances. 

Question. By what system are they charged for electricity? Light or meter? 
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Answer. (Director, public works.) We have had both systems but are gradually 
converting to meter system. Our charges to Samoans are six cents per kilowatt. 
The 0.0207 cost given you is not a true cost, as public works has many hidden 
costs that makes it very hard to compute accurately the true cost. 

Question. How do you make budget entries on these items? 

Answer. (Director, budget and finance.) These entries are broken down by 
object class, 1 through 10. These include personal services, supplies and mate- 
rials, travel, equipment, and so forth, to which we post the costs. 

Question. Do these charges depict the true charges, that is, are all costs 
computed? 

Answer. (Director, budget and finance.) Yes, with the exception of deprecia- 
tion schedules, I think they are pretty accurate. When we compute costs for 
the public we make depreciation allowances. 

(Congressman Aspinall.) I think you should have an accepted system for 
computing costs, and not just make allowances. If you were ever asked by 
Congress how you computed the costs and you said you made allowances, they 
might not accept that. 

(Governor.) We have been working on this for some time now, trying to come 
up with cost analyses so we know what we are doing. During the Navy adminis- 
tration this wasn’t done, and the civil government just hasn’t been here long 
enough to get all these things done, but we are working on them 

(Congressman Aspinall.) We realize that fact, and we are trying to be diligent 
in this because of it. We have always accepted the military and not questioned 
them. When you get into civil government, they start asking questions, wanting 
to know where the money goes, and so forth. Later on they might start getting 
finicky on what is going on. If you can supply the material and the answers they 
need, they are pretty good. 

(Director, budget and finance.) The problem of depreciation was brought up 
when the GAO was here, and they advised us not to set up depreciation schedules 
since they were not considered too important in Government accounting. 

(Governor.) We must make these cost analyses so when we sell utilities to the 
public we will know how to make the charges. 

(Director, budget and finance.) The theory of the GAO was that the Govern- 
ment should not be engaged in private enterprise, therefore, the problem of com- 
puting prices would not arise. 

(Governor.) I know that, but what are we to do? We are the only concern 
producing electricity, water, telephone service, and so forth, and if industries 
are going to come in they need these facilities. 

(Congressman Aspinall.) When Congressmen Kirwan and Jensen speak to 
me and ask why you are running a laundry out here, or why you sell your elec- 
tricity for $0.03 and $0.06, I want to have the correct answers so we won't get 
the committee in a hole. They furnish the money, and we make the policy, 
and you would be surprised how far it is sometimes between the two. 

Question. Are you in the position to encourage or discourage new homes having 
electricity? 

Answer. (Director, public works.) We encourage them. In fact, our meter 
boys have been asking people to have electricity put in. The original installation 
cost of meter is $35. Through their efforts we have acquired around 48 new 
consumers of electricity. 

Question. Do you run lines to other villages? 

Answer. (Director, public works.) We have lines throughout the bay area and 
as far out as the Tafuna Airport. 

Question. Do you have any trouble collecting? 

Answer. (Director, budget and finance.) We have quite a time. There is no 
mail service to insure that consumers actually get the notices. Many times it is 
hard to even find the person concerned. One day a Samoan will use one name, 
and the next day another, and it is hard to track them down. We are making 
headway, however. A year ago there were outstanding bills totaling $59,000 and 
we have it down to $29,000. 

Question. Is all of the outstanding $29,000 for electricity? 

Answer. (Director, budget and finance.) No. That includes all the services 
offered by the government. 

Question. You could cut off their electricity, couldn’t you? 

Answer. (Director, budget and finance.) Wedo. We cut off the services when 
they aren’t paid for. This $29,000 is a backlog of everything we haven’t collected. 
As we said, it is pretty hard to get this collected, especially from the villages. 
We can take the Samoans into court and get a judgment, but their lands are 
protected by law and it is pretty hard to collect. 
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(Governor.) It is easy enough to collect from the Samoans receiving salaries, 
but when they live on family lands there is no way to get it as you can’t levy the 
land. 

Question. Do you have a banking institution in the area? 

Answer. (Governor.) Yes. Mr. Hill here is the manager who has just arrived 
recently from the States. 

Question. Do you have any credit service? 

Answer. (Bank manager.) Yes, we do have. 

Question. Are there any other credit services on the island? 

Answer. (Bank manager.) Yes; there are three credit unions operated by 
government employees. 

Question. What is the rate of interest? 

Answer. (Bank manager.) The bank charges 6 percent 

(Governor.) The attorney general is working at the present time on legislation 
to bring the credit unions and cooperatives under control. There must be some 
means of controlling them. 

Question. Are there any cooperatives? 

Answer. (Governor.) There are 3 handicraft cooperatives and 1 grocery store. 

Question. Are they governmentally controlled? 

Answer. (Governor.) Not at the moment. They just sprang up. They all 
have a license to operate and are being operated by people outside the govern- 
ment. They have been authorized to operate and at the present the attorney 
general and the bank are policing them; however, a cooperation code will be 
enacted when the corporation laws are enacted. Just prior to the departure of 
the former bank manager, he made an audit of all the co-ops and credit unions 
and made reports on them. Where he founc they were not conforming with good 
procedures, they have been notified to do so and warned if they did not conform 
their licenses would be suspended. They have given no indication that they would 
not conform. 

Question. Do you have any ideas in mind for a cooperative marketing associa- 
tion. Is there need for it? 

Answer, (Governor.) I would say yes. There have been several discussions 
between my office and the Agriculture Department on the subject and we are 


very interested. All the marketing is strictly local. There is no shipping of 
agricultural products except copra. Just last Saturday the man in charge of 
agricultural education asked us about setting up a market so the people could 
bring in their produce to a central location to sell. It has been decided tentatively 
to let them use the porch that runs along the side of the legislative hall to hold 
their regular market. 
Question. Who determines the price er. 
t 


Answer. (Director of agriculture.) Supply and demand. When certain 
foods are scarce, they pay more. For instance, a basket of bananas may sell for 
as much as $2 a basket, or for as little as 50 cents a basket. Crops are plentiful 
at the present time and things are a little lower than usual. 

Question. I see you export copra. Do you try to maintain a fairly stable price? 

Answer. (Director, management services.) Yes. Atkins, Kroll and Co. act as 
our broker in San Francisco and we sell through them. We receive copra prices 
from them about every 2 weeks. Last year we sold our copra from $150 to $217 
per ton, c. i. f. San Francisco. It is not always possible to sell at the highest 
price because of transportation facilities. We must sell at whatever the price 
is when we can get it transported—not always the highest price. Last vear 
surplus dividend checks in the amount of $52,545.35 were distributed to individual 
copra producers throughout the territory. 

Question. How many producers do you have? 
¥ Answer. (Director, management services.) Approximately 3,000. Their 
dividend checks ranged from 90 cents to $900. This was paid from the reserve 
that had been built up. During the Navy days the copra fund borrowed their 
working capital from the bank and paid interest on it. It was then decided to 
build up a reserve working capital within the copra fund, thus eliminating paving 
interest on money borrowed. This has been carried out and works quite success- 
fully. Copra was bought by the copra fund from the individual producers on 
the island at a price ranging from 5 to 6% cents during the last year. We are 
working on a fairly close margin right at present and are paying 4 cents per pound 
to the producer. This will be raised as soon as our reserve fund is built up. 

Question. Are you able to control the production so the large producer doesn’t 
get an advantage? 
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Answer. (Director, management services.) Yes. We have producers who 
bring in 5 pounds, 10 pounds, and some who sell by the ton. The price paid is 
so much per pound in all cases. 

Question. Do you have arrangements at the bank so small producers can bor- 
row money on their crops? 

Answer. (Bank manager.) No, we haven’t. There is very little demand to 
borrow money for production purposes. If money is borrowed on crops it isn’t 
to produce more crops; it’s for building churches, weddings, etc. 

(Congressman Aspinall.) I don’t think people in the States borrow on their 
erops to produce more crops, either. 

Question. I would like to have a brief statement on the program of adult 
education and information. 

Answer. (Information and adult education officer.) The information and 
adult education program is a locally conceived effort to bring to the people of this 
territory a comprehensive program through the educational utilization of mass 
media, that is, broadcasting and publications. The aim is to introduce into 
modern Samoa the necessary concepts for the people to understand and deal with 
contemporary problems. We publish a weekly newspaper and follow it up with 
broadcasts explaining articles in further detail. Our field program consists of 
showing moving pictures to the villages on these same subjects and conducting 
discussion groups along the same lines. We also publish bulletins and booklets on 
health, information for the Agriculture Department on planting, copra facts, 
and so forth. 

Question. Has this program been patterned after the one in western Samoa? 

Answer. (Information and adult education officer.) No. Ours is quite dif- 
ferent. They have a school broadcast; ours is primarily adult. 

Question. Do you hold classes for adults? 

Answer. (Information and adult education officer.) No, we don’t have the staff 
for that. All we do is introduce educational guides to them. 

Question. You treat your newspaper under adult education more as information 
than for education then? 

Answer. (Information and adult education officer.) It is an experiment, 
actually, to see whether we can make a satisfactory adult education program 
through mass media. 

Question. What is your relationship with the department of education? 

Answer. (Governor.) This office was formerly under the department of educa- 
tion but it has been transferred and is directly under the Governor’s office now 
In the dissemination of news, it didn’t seem practicable to have to go through the 
department of education director to handle information for, say, the department 
of agriculture. The same held true for public health, and so forth. It was 
comparable to operating under the superintendent of schools instead of operating 
as an independent office. 

Question. What direct control do you keep over the agency of adult education 
and public information? Any censorship? 

Answer. (Governor.) Very little at all. I delve in policy almost entirely. 
I let the department heads take care of their own departments—they are re- 
sponsible for them. The official journal, O Le Fa’atonu, I see before it is pub- 
lished. The day-to-day operations are left to the discretion of the division head. 

Question. Now to education, which I consider is very important. What is the 
present program? 

Answer. (Director of education.) Our schools are divided into two categories, 
public and private. 

Question. Do you have any jurisdiction over the parochial schools? 

Answer. (Director of education.) Yes, overallofthem. We give education to 
every child through the ninth grade. 

Question. In your estimation, what is the relative standard of, say, the sixth 
grade in Samoa, as compared to the States? Also the ninth? 

Answer. (Director of education.) I would say the Samoans are 2 or 3 years 
below standards. They have the language barrier which keeps them down. 
That is not a scientific answer, but we are definitely quite a little below stateside 
standards. After the ninth grade, 70 are selected to attend high school. Selection 
is made by examinations given by the high school principal and the ones with 
highest grades taken. There are around 200 applicants. Those selected enter 
high school for 3 years and may get a diploma. A 1-year postgraduate course is 
offered for those who want to prepare for college or teacher training, or for com- 
mercial work for positions here on the island. 

Question. What happens to the 130 who aren’t selected for high school? 
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Answer. (Director of education.) About 35 of them are selected for vocational 
work. One year for some; 2 years for veterans. Approximately 20 of them are 
accepted for nurses’ training, and the remainder go back to their villages and 
work on plantations, and so forth. 

Question. Do these applicants include both public and parochial schools? 

Answer. (Director of education.) Yes. There are no parochial high schools 
and the selection includes parochial graduates. 

Question. How is the public-school system financed? 

Answer. (Director of education.) By commingled funds. Local revenue and 
Federal funds. 

Question. Where does revenue come from for school purposes? 

Answer. (Director of education.) No specific revenues are earmarked for 
schools. Revenues, however, come from duties, various types of licenses, utilities, 
poll taxes, and so forth. 

Question. There are no direct charges against land—no ad valorem tax? 

Answer. (Secretary MacQuarrie.) Freehold land is taxed; however, there is 
a very small amount. We have a local 2 percent export tax, and all merchants 
pay 2 percent of gross sales, and import duties. 

(Governor.) We are in the process of developing a new tax program. The 
public defender is engaged in his spare time in making a complete survey of our 
problems with the idea in mind of recommending a new tax structure for the 
territory. This will include local, as well as territorial taxes, and will involve 
a study of our import and export duties. 

Question. What is the average daily attendance per pupil for the first six 
grades? 

Answer. (Director of education.) Very high. 

Question. For the seventh, eighth, and ninth? 

Answer. (Director of education.) It is also very high, as compared with the 
States. 

Question. What is your annual cost per student in the six grades? 

Answer. (Director of education.) In 1953 it was $58. 

Question. And for the seventh, eighth, and ninth? 

Answer. (Director of education.) We consider all nine grades here as ele- 
mentary. It would be $58. 

Question. How about the high school? 

Answer. (Director of education.) $285 per person. 

Question. Do you have a schoo! lunch program? 

Answer. (Director of education.) No. We encourage the children in the ele- 
mentary schools to bring their lunch to school in a sack, which many of them do. 
It is their own lunch, however. 

Question. You mean there are some children who report for school who go all 
day without their lunch? 

Answer. (Director of education.) Yes, there are some. 

Question. What provision is made in Samoa for the granting of scholarships to 
high-school graduates or postgraduates for colleges? 

Answer. (Director of education.) None, at the present time. We are working 
on plans for that now. 

Question. In the last 4 vears, approximately how many postgraduate students 
have gone to colleges? 

Answer. (Director of education.) Approximately 35. 

Question. Do you have supervision over the teacher-training school? 

Answer. (Director of education.) Yes. 

Question. What is your relationship with the Barstow Foundation in Honolulu? 

Answer. (Director of education.) The Barstow Foundation gives us about 
$5,000 a vear to be used as agreed upon a year at a time We have heen using 
this money for teacher-training purposes, bringing in five of our best elementary 
teachers from the villages and giving them an extra year’s training. Teacher 
training and supplies are what the money has been used for. 

Question. The money is turned over to you, and not handed over to the students 
for supplies, subsistence, and so forth? 

Answer. (Director of education.) The department of finance handles the 
money. We pay the salaries of the teachers who are attending the teacher- 
training course out of it. Our high-school teachers teach this course, and they are 
paid by the government. The teachers in training receive their pay so they will 
have a means of living. This system increases their teaching ability, and in this 
sense, is a scholarship. 
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Question. Are these teachers in training known as Barstow scholarship teachers” 

Answer. (Director of education.) Yes, and they are very proud of the fact 
They all aspire to attain this honor. 

Question. How are these teachers picked for this scholarship? 

Answer. (Director of education.) By the department of education. 

Question. Is it possible, then, for some teacher who has been in the schoo! 
system for, say, 10 years to receive the scholarship more than once? 

Answer. (Director of education.) No. It is understood that no teacher will 
receive more than one training course. 

Question. What is the stateside salary of high-school teachers? 

Answer. (Director of education.) $3,866 per annum. 

Question. What is the local salary? 

Answer. (Personnel officer.) Half of that, plus a 25 percent educational allow- 
ance if they have a college degree. 

Question, Do you contract with stateside teachers for a definite period of time 
with a guaranty clause? 

Answer. (Personnel officer.) Yes. They are hired for a 2-year period, and if 
they do not complete their contract they are liable for transportation down and 
back. Most of the high-school teachers are wives of contract employees and are 
already here. They have their way paid down and back as dependents of contract 
employees and it saves the Government a great deal. We discourage the em- 
ployment of single people. 

Question. Do they have to serve an entire 2 years, or do they get to go home at 
the end of school? 

Answer. (Personnel officer.) The school term ends July 4 and begins again 
for a new term August 1. We change teachers, as a rule, during this period. 

Question. Do you have an 11-month school term? 

Answer. (Personnel officer.) No. Samoan schools start August 1 and stay 
in session until Christmas. At that time the high school stops while a short 
teachers’ institute is carried on during January and February. In March high 
school is again resumed. We have a 38-week school. 

Question. Do you give any examinations to schoolchildren? 

Answer. (Public health officer.) Yes. We are working on doing even more 
work in the schools. We have brought in a girl who will spend all her time in 
visiting the schools and working out better programs of health for their benefit. 

Question. Do you use preventive-disease procedures at all? 

Answer. (Public health officer.) Yes. A year ago we started an intensive 
program of immunization for typhoid. We are going to start reimmunizing them 
now. All babies are immunized for DPT. 

Question. Is there any appreciable amount of malnutrition present in school- 
children? 

Answer. (Public health officer.) No. Malnutrition is confined to children 
under 2 vears of age. 

Question. Are there any on-the-job training programs? 

Answer. (Personnel officer.) We would like to do a lot more than has been 
done. We have no trainer. We are doing quite a bit. We are using the high 
school in giving commercial courses to employees of the various departments. 
Communications have a training program; the nurses’ training program is on-the- 
job, and teacher training. Our big need is supervisory training and we would 
like to give emphasis to that. 

Question. Do you have any apprentices in the public works department? 

Answer. (Personnel officer.) Je have some observers who are paid about 
$300 a year and are called trainees, but we do not have an apprentice program. 

Question. What are the men paid that are being trained in communications? 

Answer. (Personnel officer.) They are not paid. We might say that because 
of communications’ intensive training program, it has been possible to eliminate 
two stateside personnel whose positions have been filled by Samoan employees. 

Question. Do you have a GI program? 

Answer. (Personnel officer.) No, that was completed. 

Question. Any work under Smith Hughes? 

Answer. (Director, Agriculture.) No, we are not eligible. When the Agri- 
culture Department needed extension agents for fieldwork a group of 10 was 
given a short, concise training course and from this 10, 6 were selected. This 
method seems to be successful and will be followed in the future for replacement 
needs. 

Question. As to Samoan affairs, I think we should have a full report showing 
the relationship between the territorial government and the local government, 
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starting from the top and going to district, county, and village. If the Samoan 
affairs officer would prepare such a statement for us for the hearings, we would 
greatly appreciate it. We will ask in a few instances for special conferences. 
I believe that will be it for today, and thank you very much, gentlemen; you have 
been most helpful. 


APPENDIX 4 


SPEECH OF THE HONORABLE Soros, CHAIRMAN, COUNCIL OF PARAMOUNT CHIEPs, 
NOVEMBER 13, 1954 


Honorable Aspinall, distinguished Member of the United States Congress; 
representative of the Department of the Interior, Mr. Lausi; Dr. Taylor, special 
adviser to the Committee on Interior and Insular Affairs; Your Excellency, 
Governor Lowe, honorable members of the Council of Paramount Chiefs, honor- 
able president of the senate, and speaker of the house of representatives of the 
Third Legislature of American Samoa, the honorable chief justice, and people 
of American Samoa: 

We thank Almighty God for granting the Governor of American Samoa and her 
leaders the opportunity to meet with our very distinguished guests from the 
United States of America on our historical Malae this day. Inasmuch as you 
met yesterday with the Third Legislature of American Samoa convened in special 
session for the purpose of providing your visit with an evewitness account of the 
progress being so far accomplished by the Fono of American Samoa as well av the 
progress already made by the constitutional committee, however, in behalf of the 
traditional leaders of Tutuila and Manua as well as the people of this territory 
because of the good opportunity we have at this time to meet with you, I again 
wish to assure you of our sincere appreciation for the opportunity we now have 
after hearing your advices when addressing the Fono yesterday, the same was 
brought to us by Radio WVUYV last night. Your good advice is in full accord 
with the desire and utmost wish of the people of American Samoa. 

In conclusion of my speech, please convey to the distinguished Members of the 
Congress of the United States the most sincere appreciation of the people of 
American Samoa for the money you are appropriating for the welfare of the 
people of this territory. We are hoping that the time is coming that American 
Samoa will be able to stand on its own feet financially because we are working 
toward that goal. When that time comes, Samoa will tell Washington that its 
income is sufficient to function successfully. We trust that the agreement entered 
into by our forebears and the United States shall not be voided, regardless of any 
possible changes. It is hoped that the Department of the Interior and the 
United States Congress in Washington shall give due regard and notice to the 
remarkable doings of Governor Lowe and his staff. 

Let us part as between Jacob and Laban—‘‘Mizbah divide us.”’ Our distin- 
guished guests, when you depart these shores, may you travel under blue skies, 
and we stay in peace. God bless the United States of America and American 
Samoa. 


Sorrva. 


APPENDIX 5 


GOVERNMENT OF AMERICAN SAMOA—THE Tuirpd LEGISLATURE—LEGISLATIVE 
OrricE, Paco Paco, AMERICAN SAMOA 


OFFICIAL RECORD 


Excerpts from the proceedings of the special session of November 12, 1954 (in 
the closed discussion between the Honorable Wayne Aspinall and members of 
the official visiting party, together with members of the third legislature, in 
joint session assembled in chambers of the senate, November 12, 1954) 


Hon. Wayne AspinaLu. Honorable Mr. President and Mr. Speaker, may I 
say first that I’d rather have questions from you if you have any questions. But 
I do wish to state that your procedure is practically the same as ours. I would 
like to see a resolution passed if we have time to doit. But it is necessary for us 
to leave here about 20 or 25 minutes after 11. 

(Subsequently, a resolution was passed in which the legislature expressed its 
pleasure to Mr. William Willis for the gift of his Seven Little Sisters to the Ameri- 





438 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


can Samoa. On October 15, 1954, the raft with Mr. Willis as its sole erew member 
and passenger landed in Pago Pago Harbor after a 115-day voyage from Pery 
The raft is housed in the government museum where it serves as an educationa! 
and cultural exhibit. (See appendix 6 for account of the Willis voyage.) 

This body of course is primarily to determine the will of the people. And | 
understand that you people are perhaps more effective in determining the will and 
deciding the question than we are in the States. 

Now, if anyone wishes to tell me something or to ask me a question, I should 
be glad to hear it. 

Mr. Tima. I wish to ask about the recruiting team. 

Mr. AsprnaLL. What kind of a team? 

Mr. Tima. Recruiting team. Such as the Navy recruiting team that was here 
last. Is there any possibility for either an Army or a Marine Corps recruiting 
team to come to American Samoa? 

Mr. Aspinauu, That is a question which I shall have to take back with me. As 
you know, I do not represent the Committee on Armed Services. This matter is 
under that committee’s jurisdiction. I will take that question back and try t 
get the answer toit. I understand that if we could get better transportation and 
communication for American Samoa, we could have several of these more pressing 
problems—one of which you have suggested—solved. 

Mr. Lausi of the Department of the Interior has something to add here, Of 
course, this question comes under his jurisdiction to a certain extent. 

Mr. Lausi. As I recall, there was a recruiting team here just after the transfer 
of the administration to the Department of the Interior, wasn’t there? IT under- 
stand it recruited a number of people from the islands? I also understand that 
Mr. MacQuarrie planned to discuss this problem with the Navy officials in Hono- 
lulu, and lamsurehehas. I donot know what definite commitment he got except 
that the Navy is going to send another team down. But I don’t think they kno 
yet just when. Now, along that same line, you know tnat Governor Lowe | 
been very active and very interestea, and he has been trying to get a Marine Corps 
Reserve unit established here. That is going to be a little more difficult. But wi 
are working on that and we are trying to convince the Defense Department t! 
we should have some sort of Reserve setup in American Samoa. 

Mr. AsprinauuL. Anyone else? 

Mr. Tutaana (translated). I wish to ask on the question of nationality—t 
question of nationality. Such as for instance the United States nationals. W 
understand in this territory that there are two classes of persons—the United 
States citizens and United States nationals. There are groups of people in thi 
territory who desire citizenship. However, at your pleasure, we should like t 
hear a statement from you in regard, particularly as to the benefits, the advantages 
and disadvantages of United States citizenship in a territory like American Samoa. 

Mr. AsPINALL. Well, it would take a lengthy answer and I do net have the tim 
to give that to you this morning. But I shall be glad to forward to you arguments 
for and arguments against. Primarily, however, after you get the arguments, 
is up to the people, of course, in American Samoa, to make the determination. I! 
is true that most of you are considered as Samoan nationals for the simple reaso! 
that to take full citizenship, it would be more than likely to throw your countr 
open to irregulated commercialization which, as I understand, ny of you d 
not want at this time. American Samoans who are now serving in the militan 
services do have certain rights as to acquiring citizenship. Some of them have 
accepted these rights. As I have listened to you this morning, to your dis- 
tinguished leaders, I have understood slightly the implication relative to land- 
ownership, family group control, and of course, most of you know full well that 
there are those in any country which, if you have an equality of a status of citiz: 
ship, would come in and begin to take over your lands and Samoa would nevi r 
again be the same as it has been in the past. Now, when you wish to make th 
changes as a people, believing as I do in the right of self-dete rmination, you sh al 
have the right. But until the majority of you, acting through your proposed 
constitution—an organic act, I believe that you had better delay in making | 
final answer. 

At the present time, you have most of the privileges of full citizenship and few 
of the responsibilities. Most important perhaps, those responsibilities an 
privileges being the duties of serving in the Armed Forces and you have done tha 
exceptionally well. 

I would like to be able to say “fellow citizens’? with all the implications of t! 
word. But as far as I am concerned, our rel: utionship is just the same even thou 
I cannot use the term. Are there any other questions? 

Mr. Turaana (translated), Thank you for the explanation. 
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Mr. Loreti. This is not exactly a question. You are probably not aware of 
our poor educational facilities nor of the lack of opportunity for higher edueation 
in American Samoa. ‘Therefore, I wish to offer an intangible souvenir for you to 
take back when you return to the States—Washington, D.C. Our government 
needs more scholarships. Hence, whenever you meet—when you have a meeting 
of the two Houses, please remember that for us. This is not a matter that needs 
to be debated or argued. Thank you. 

Mr. AsPINALL. Thank you very much. I happen to be the father of four 
children. I am a former schoolteacher. My first official job was that of being 
president of a school board—my first official work. I know the ambition of you 
folks who wish to have correct and effective educational advancements. You 
have my wishes, and I shall carry back your souvenir, as it were, as you desire. 
Do any of the honorable senators have a question? If there are no more ques- 
tions—— 

Mr. Souta. I wish to ask as to the possibility of having the sons and daughters 
of American Samoa who are now serving in the Armed Forces of the United States 
visit their parents, relatives, and friends in American Samoa from time to time. 

Mr. AspINALL. The honorable member heard me make my statement at the 
formal meeting that we had, that it is my desire that by some means or other that 
can be accomplished. 

If there is nothing more, may I thank the honorable president, the honorable 
chairman, members of the body, and may Isay: “ May God rest with us our problems 
as we work together.” 

(Signed) M. T. Tutasosopo, 
; President, House of Senate 
(Signed) 8S. P. AumorvaLoco, 
Speaker, House of Representatives 


APPENDIX 6 


_ (The following account of the William Willis Raft Voyage was inserted in the 
Congressional Record, dated July 1, 1955, by Congressman Aspinall:) 


THe WitwiamM Wiis Rarr Vorace 


Extension of remarks of Hon. Wayne N. Aspinall, of Colorado, in the House of 
Representatives, Friday, July 1, 1955 


Mr. AsprnaLu. Mr. Speaker, during November 1954 I had the pleasurable 
experience of leading a special subcommittee of the House Committee on Interior 
and Insular Affairs to American Samoa, our only Territory in the South Pacific. 
Included on this special subcommittee were Mr. Anthony T. Lausi, Director, 
Office of Territories, Department of the Interior, and Mr. J. I.. Taylor, Territories 
consultant, House Committee on Interior and Insular Affairs. This Territory, 
with its 76 square miles and 23,000 Samoan inhabitants, has been under the 
American flag since 1900, but only rarely gets into the world news. A few days 
before our visit another visitor, Mr. William Willis, arrived alone in Pago Pago 
following a 115-day trip from Callao, Peru, aboard his raft, the Seven Little Sisters. 

I am happy to include in the Record the following account of the Willis voyage 
as printed in volume LII, No. 1, O Le Fa’atonu, dated January 1955, and pub- 
lished by the Government of American Samoa: 


“THE WILLIAM WILLIS RAFT VOYAGE 
“By Edward Johnson 


“American Samoa will long remember the visit of the lone raftsman, William 
Willis, who came to Pago Pago shortly after 1 a. m. on October 15, 1954. 

“His strange craft was slowly towed by a motor launch and swung into the 
dock where under a flood of lights the sea-searred craft, fringed with seaweed, 
looked like an object from a strange world. 

“An erect figure stood on the raft’s deck. The man who had spent 115 days at 
sea, apart from eyes which appeared burned from the tropical sun, was in good 
physical condition. His feat: a 6,400-mile journey from Callao, Peru, to Pago 
Pago, a daring venture, especially for a man 61 vears of age. 

“Mr. Willis had planned the voyage carefully. Using his savings and money 
from an interested financial backer, Mr. Werner Woehlk, of Milford, Conn., 
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Willis proceeded to South America on January 6, 1954, and carefully searched the 
forests of Ecuador for large-sized balsa wood logs to make his raft. It took much 
searching to find trees with a 2}4-foot diameter. These were hauled by oxen to 
the river town of Quevedo and floated down the river to Guayaquil. Here Willis 
carefully built his raft with the seven huge logs for the basic structure. 

‘‘Across the 7 balsa wood logs, Willis lashed 3 mangrove beams to strengthen 
the raft and 6 cross logs of 18-inch balsa wood were placed on top. 

“A decking of split bamboo lashed to bamboo crosspieces was laid. He also 
fitted on a special bowsprit to carry a jib sail which would be handy in case storms 
destroyed his mainsail. For the mainmast, he built a double mast which was 
supported by steel cables. The design was similar in some respects to old South 
American rafts. The raft had an aftermast that carried a big triangular sail 
and instead of the old steering oar, he designed and fitted the raft with a steering 
wheel. The raft was also fitted with seven pieces of timber or planks which he 
used for centerboards, the largest weighing almost a ton. 

“Toward the rear of the raft a hut was constructed with thick bamboo frame 
and walls of split bamboo. This was to be Willis’ home for close to 4 months. 

‘“‘When completed the raft was lifted on board the Santa Cecilia and transported 
to Callao, Peru, arriving there May 10. Here, the Peruvian Navy helped Willis 
complete the fitting of his raft and assisting him with his stores. 

“On June 22, he bade farewell to the Peruvian authorities and his wife, Teddy. 
Then he received the gift of a black cat from officers of the Peruvian submarine 
base and a Spanish-speaking parrot from the company that had supplied him 
with fresh water. Willis named the cat and parrot ‘Meekie’ and ‘Fekie.’ 

“On board for provisions Willis had .50 pounds of roasted and ground herley 
and 50 pounds of canihua, a cereal that South American Indians had reportedly 
eaten for body strength. He also had 50 pounds of raw sugar, plus 20 pounds 
of vegetable fat, 40 gallons of lemon juice, a gallon of lime juice, and a supply of 
instant coffee. For the parrot he had 10 pounds of shelled corn and 10 pounds 
of rice. The cat had a case of evaporated milk. Willis’ water supply consisted 
of 120 gallons stored in 5-gallon cans. 

‘‘When the raft was towed to the point of the voyage origin, three Peruvian 
sailors who had gone along with the raftsman bade him farewell and rejoined 
their ship and Willis was ready for his great voyage. 

“Early on his lone voyage Willis suffered from severe pains in his stomach that 
were so great he was afraid he would not survive. He sent out distress signals 
on his radio transmitter which was presented to him by the Marconi Corp. He 

enerated power by turning a crank and tapping out signals with the wireless key. 
Geslenaite: he later recovered from his affliction and, though weak, was able to 
ultimately haul up his mainsail and continue the voyage. 

“One-third of the way to Samoa he discovered to his horror that most of his 
cans of fresh water had rusted through and he had to cut his water ration from 
2 quarts a day to a single cup. He experimented by drinking a cup of salt water 
daily which he later balanced by drinking a cup or cup and a half of the precious 
fresh water. 

“On another occasion he nearly lost his life while hauling in a shark which he 
had hooked. The fish made a last-minute struggle which resulted in Willis falling 
overboard. His left hand was injured, but he fortunately managed to cling to a 
line that dangled from his raft. By pulling himself forward he succeeded in getting 
back on board where he sewed up his wound. 

‘He used his sails to the maximum when the weather permitted, even hoisting 
small sails on the native fishing boat that was lashed to the raft. Willis found that 
the main centerboard was too cumbersome so he cut it away and abandoned it. 

“The Seven Little Sisters, as Willis named his raft, was 33 feet at its greatest 
length and tapered at the bow, making the sides 28 feet long. The forward beam 
was 20 feet wide and there was a 28-foot beam astern. 

“Handling the raft required considerable attention and almost constant vigilance. 
Willis states that he could only take catnaps and adapted himself to waken at the 
slightest unusual movement of the raft. 

“About September 2, Willis ran into a storm which churned the seas into huge 
waves. He stated that an unusual heavy gust of wind ripped his mainsail down 
the middle, which was a severe blow as he did not have spare sails. The raft 
climbed the waves and rode most of them well, but there were times when Willis 
was filled with misgivings. Masses of spray and water were pushed up through 
the bamboo decking forward, but no heavy damage other than that to the sail was 
done. 

‘During the first 4,300 miles of the voyage, Willis saw many fish and occasionally 
watched sharks battle with dolphins. After passing the Marquesas Islands he 
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said. the warmer waters seemed to result in a scarcity of fish which were also much 
harder to catch. His kerosene stoves had gone bad earlier and he was forced to 
do as Meekie did—-eat raw fish. 

“Again on September 8 gusts of wind tore his mainsail, but he was able to repair 
it after laborious sewing. Inspecting the rigging, Willis noted that a line in a 
block had become fouled and climbed up to repair it. On his way down he slipped 
and fell 10 feet to the deck, striking his head, knocking him unconscious. He 
related that it was evening when he finally regained consciousness. 

“Other problems confronted Willis. He noted that his balsa logs seeined to be 
sinking farther into the water. On September 18, he saw Flint Island and was 
seriously tempted to make a landing, but the coastline looked too formidable and 
he knew he would wreck the raft if he attempted a landing. 

“Throughout the voyage Willis saw no ships or planes and the pets, who were 
his two companions on the raft, were his primary source of entertainment. He 
told of one occasion when the cat was washed overboard and he had to go over the 
side to rescue him. The parrot, Eekie, often entertained him by imitating humans 
at various ages. He had saved the bird once from the cat’s claws, but shortly 
after Willis sighted Manu’a on October 12, the parrot met its end when Meekie 
broke into its cage. 

“Ta’u in the Manu’a group was the first island Willis sighted in Samoa. At 
6:15 p. m. on October 11, Willis gazed at the island through binoculars but saw 
no one. Unfavorable winds prevented him from making a landing. People on 
shore, however, noted the raft which was reported by the Government of American 
Samoa’s Public Works Director, Elmer Wilson, who was in Manu’a at the time 
engaged in construction work. 

“As Willis approached Ofu and Olosega, the other two islands of the Manu’s 
group, he saw only steep rugged cliffs and no signs of inhabitants. He then 
planned to try to land at Tutuila. 

“Gov. Richard Barrett Lowe, accompanied by Mrs. Lowe and party of 
volunteers, embarked on the Manu’a Tele and searched the area due east of 
Tutuila, swinging north and then south in an attempt to spot Willis. After 
dark the ship flashed searchlights into the sky to draw his attention. However, 
Willis by then had sailed along the north shores of Tutuila. He made attempts 
that night to steer the raft into the north shore of the island, but again unfavorable 
winds made a landing impossible. He was disappointed (the greatest disappoint- 
ment of the vovage, he later said), but resigned himself to making another try at 
Upolu or Savaii in western Samoa. 

“The next morning the Manu’a Tele again left to continue the search. Capt. 
R. E. Payes turned the ship around the northeast coast of Tutuila and headed 
down the north shore, approximately in a southwesterly direction. 

“At 11 a. m., October 14, Willis’ raft was sighted directly ahead of the Manu’a 
Tele’s course, between Tutuila and Upolu. 

“When the Government of American Samoa ship pulled alongside the raft 
three Samoan sailors jumped overboard and swam to the raft to assist Willis in 
making fast tow lines. Later the raft passengers were joined by Dr. Dean Smith 
and Mr. J. P. Mosher. 

“The towing was slow work and the line broke several times but finally, after 
13 hours, the Manu’a Tele brought the raft into Pago Pago Harbor. Willis’ 
journey was ended. 

“Over 500 people from the Pago Pago area had gathered at the customs and 
boat shed landing to greet the raftsman. Applause and cheers greeted the lone 
traveler. Governor and Mrs. Lowe were the first to greet Willis and present him 
with ulas, amid a shower of flash photographs. Willis was then taken to Govern- 
ment House and there recounted briefly his experiences. At the Governor’s 
residence he ate his first meal in months and slept in a comfortable bed. 

“The next day Samoan chiefs held a special ’Ava ceremony for Willis 

nd presented him with an ’Ava cup title meaning ‘Captain of the High Seas.’ 

“Mr. Willis made a gift cf his raft, The Seven Little Sisters, to the people of 
American Samoa and immediately Governor Lowe met with the chiefs and local 
government officials to draw up plans for a museum which will house the raft 
and Samoan curios. 

“Willis left American Samoa October 19 and arrived back in New York on 
the 24th, where he was greeted by his wife and crowds. Willis was flooded with 
offers from newspapers and syndicates for the rights to his story: the story of an 
elderly man who had courageously combated nature and the elements to success- 
fully prove that a fearless and brave man can sometimes win against the sea.”’ 
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Senator Gotpwarter. Mr. Collins, do you think that the passage of 
S. 1127, Senator Martin’s bill to identify the “State,” would solve your 
problem ? 

Mr. Cotitns. Yes, sir; I think it would. 

Senator Gotpwater. Either approach would be acceptable to you! 

Mr. Cotiins. It would be acceptable to me. As a personal opinion, 
Senator, I think that that is what was intended when the act was origi- 
nally passed. I don’t see why these laws should be applicable to these 
remote Territories whose economy do not warrant it, but I think there 
is strenuous objection to that bill, and we have decided we would be 
happy to get it and it would give Van Camp, the only employer on the 
island outside of the government, practically, relief from the terms 
of the law, if something like S. 2404, and particularly with reference 
to section 4, as proposed i in S. 2404, which is to make retroactive this 
law as to liability on the part of those who may have been operating 
there and have not paid the minimum wage as required under the act. 

Senator Doueias. You used the term “potential liability,” didn’t 
you? 

Mr. Cot1ins. Well, Senator, any company that operates in one of 
the Territories and does not pay the prescribed minimum wage has a 
liability. 

Senator Doveias. You mean for back pay ? 

Mr. Cotiins. For back pay and penalties and that is increasing con- 
siderably. A small company going into Samoa could not stand that 
liability. 

Senator Dovanias. Thank you very much. 

The next witness is Mr. Fred Burrows of the International Apple 
Association. 


STATEMENT OF FRED W. BURROWS, INTERNATIONAL APPLE 
ASSOCIATION, INC. 


sr. Burrows. Mr. Chairman, my name is Fred W. Burrows and I 
am executive vice president of the International Apple Association, 
Inc., with offices at 1302 18th Street NW., Washington, D. C. 

In the interest of time, I would like to summarize and read parts of 
my statement and have the entire statement made a part of the record, 
it is please the committee. 

Senator Dovetas. That will be done. 

(The statement reads as follows :) 


STATEMENT OF FRED W. Burrows, EXECUTIVE VICE PRESIDENT, THE 
INTERNATIONAL APPLE ASSOCIATION, INC. 


My name is Fred W. Burrows and I am executive vice president of the Inter- 
national Apple Association, Inc., with offices at 1302 18th Street NW., Washington, 
D. C. The association is a nonprofit membership organization serving the fruit 
industry with emphasis on apples and winter pears. The membership is com- 
posed of producers, shippers, distributors (wholesale and retail), canners, 
exporters, importers, and allied industries. Its members produce and/or distril- 
ute in excess of 50 percent of all the apples and winter pears produced commer- 
cially, as well as citrus, deciduous fruits, and some vegetables. 

We are grateful for this opportunity of presenting the views of our member- 
ship on the proposed revisions of the Fair Labor Standards Act under considera- 
tion by the subcommittee and the effect of these revisions on our industry and 
the general public. 
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We understand that the testimony submitted during the hearings last year 
before this subcommittee will be considered part of the record of this present 
hearing. We further understand that the subcommittee is considering those bills 
relating to coverage and exemptions under the Fair Labor Standards Act and is 
not concerned with any proposed amendments to the minimum wage level. Our 
statement, therefore, is designed to include only those amendments relative to 
coverage by and exemption from the act. Our previous statement covered our 
position relative to the minimum wage question. 

First, let me state our position: 

1. We strongly oppose any elimination or any diminishing of the exemptions 
granted agriculture under the present law. These concern the total exemption 
from the minimum wage and maximum hours provisions of the act for agricul- 
ture under section 13 (a) (6); the exemption covering an employee (in the “area 
of production”) engaged in handling, packing, storing, canning, etc., of agricul- 
tural or horticultural commodities under section 13 (a) (10); and the partial 
exemptions from the maximum hour provisions of the law under section 7(b) (3) 
(seasonal industries) and section 7 (c) (first processing of, or canning or pack- 
ing of seasonal or perishable fruits or vegetables). 

2. We strongly oppose the extension of coverage of this act to food retailers. 
Such increased costs, judging from past experience, have come directly from the 
growers’ pockets. This is borne out by Federal and State statistics and studies 
showing that increased costs of doing business at the wholesale and retail levels 
of distribtuion have reflected a smaller return to the grower. 

We visualize danger to the agricultural community if the coverage of the act 
is extended to include retail and service establishments in rural areas. The 
attendant psychology of such coverage in rural areas would force the farmer's 
costs upwards, directly and indirectly, to such a point that he might be forced 
out of business. Furthermore, the less efficient help in the community might 
suffer if this coverage were extended because it would no longer be economically 
feasible to use their services. In either case the community would be hurt. 

3. We vigorously reject any modification of section 2 (a) such as including 
the wording “or in activities affecting commerce.” It is vague and would mean 
expensive litigation. Legislation should be clear and definite. 

We respectfully recommend for your consideration that— 

1. The present agricultural exemptions in sections 13 (a) (6), 13 (a) (10), 
7 (b) (3), and 7 (ec) be retained. 

2. The term “area of production” as used in sections 7 (c) and 13 (a) (10) he 
defined to clarfy the intent of Congress. The present definition by the Adminis- 
trator based on distance from population centers causes “competitive inequities” 
that we feel can be reduced. The “area of production” is a producing area 
wherever located and has little relation to the density or scarcity of population 
of the region. Today, with our improved roads, good trucks, and large, efficient 
packing and processing plants, it is inconceivable that we should restrict eco- 
nomie advances by legislation. The present definition curtails efficient operation 
and expansion, increases the growers’ costs (especially small growers), and, con- 
ceivably, consumers’ costs. 

We suggest your consideration of the following definition for the “area of 
production” : 

“*Area of production’ means, with respect to livestock, poultry, or any agricul- 
tural or horticultural commodity, the area or areas (the geographical boundaries 
of which shall be expressed in terms of counties and/or States) which may be 
ascertained and designated by the Secretary of Labor and the Secretary of Agri- 
culture, in which such agricultural product is produced in commercial quantities ; 
and such contiguous counties in the same or adjoining States, if it is customary 
for the product to move from the county in which it is produced to an establish- 
ment located in any such contiguous county for the performance of any of the 
operations in sections 3 (f), 7 (c), and 13 (a) (10).” 

The Congress has always been cognizant of the need for a healthy and prosper- 
ous agriculture. In the past it has wisely recognized the specific and unique prob- 
lems of agriculture and especially the fruit and vegetable industry by taking 
them into account when writing this type of legislation. It is because these prob- 
lems continue to exist today that we seek retention of the present agricuitural 
exemptions. 

It is needless for us to repeat reliable statistics offered by witnesses already 
before your committee showing the delicate position of agriculture. Suffice to say 
that farm prices and net farm income have been decreasing, whereas farm wages, 
production and marketing expenses, and the manufactured items needed by the 
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farmer have shown a substantial increase. This trend is continuing. For the 
coming year our industry is faced with increased costs for transportation, pack- 
ages, paper, tinplate, sugar, and labor, to name a few. These increases follow 
on the heels of a year when many apple growers received depression prices for 
their fruit. 

Elimination or even diminishing of present exemptions would cause further 
inequities and hardships for our industry. 


LARGE VERSUS SMALL 


Before discussing the reasons why the elimination or diminishing of any of 
these exemptions would prove harmful to agriculture and to the country as a 
whole, we would like to make clear that these same reasons are as valid as for 
the large operator (so-called industrial agriculture) as for the small farmer. 
They may be even more valid for the large operator or for a person or a firm 
performing certain services more efficiently and more effectively for the grower 
than the grower could do himself. 

For example, a large capital investment is necessary to Carry on the necessary 
packaging and storing operations to meet consumer demands. Many small grow- 
ers are unable to perform these servi: \« satisfactorily for themselves because of 
a lack of capital. They may protect Lnemnsc!ves by forming a cooperative to per- 
form these services, by selling their crops t) an independent operator, or by hav- 
ing their crops custom packed and stored for a fee. In any case any increased 
costs come directly from the pocket of the grower. All economic studies we have 
read have proven this to be true—a grower of perishables is not able to pass on 
increased costs to the consumer. 

Furthermore, with the economic power in the retail food field becoming more 
concentrated each passing day, the small producer is being squeezed from both 
ends. It is imperative that he either become much larger or band together with 
other growers to effectively meet the economic forces that are at work. 


RECORDKEEPING 


First, the grower would find it necessary to keep and maintain voluminous and 


intricate records. This would be time consuming, expensive, and unproductive. 
Furthermore, the very nature of our industry would make such recordkeeping 
exceptionally complicated and confusing. We have dealt with this subject in some 
detail in our previous statement and we believe it is not necessary to reiterate 
our contentions here. 


AT THE MERCY OF THE ELEMENTS 


Second, our industry is at the mercy of the vagaries of weather and the inherent 
characteristics of its commodities. We cannot control the necessity for working 
over the 8-hour day or the 40-hour week as can be done in manufacturing. 

For example, the producer is confronted with controlling scab, a fungus disease 
on apples. When the foliage is wet, the spores germinate and grow. To prevent 
such germination and growth the foliage and fruit must be covered with fungicide. 
In many areas this must be accomplished at least every 10 days to protect new 
growth and more often with frequent rains. It is an all-summer battle to keep 
the orchard covered and in a rainy period it is a day and night job (we use lights). 
Often we must wait if the winds are too strong and this means long hours to get 
the job done in time to prevent loss of the crop. 

When the apples near maturity they may start to drop. This can be prevented 
through use of chemicals, but these too must be applied at the proper time or we 
lose our crop on the ground. This again means long hours over which we have 
no control. 

The fruit must be picked when it has reached proper maturity on the tree. The 
proper harvesting period for any one fruit or variety is relatively short, and this 
means concentrated work in a few days or weeks at the most. More overtime. 
If not harvested at the proper time, the fruit may be virtually worthless. Con- 
sumers are not interested in buying overripe fruit even at a price that would 
not cover cost of transportation to market, let alone a season’s work and cash 
outlay. 

In addition, the fruit must be placed in refrigerated storages immediately fol- 
lowing harvest. If this is not accomplished, quality and storage life are im- 
paired with attendant or subsequent lower prices or even complete loss. Even 
under optimum conditions, this operation cannot be done in an 8-hour day. 
If unfavorable conditions exist, the pressure is even greater. 
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Furthermore, in the marketing of perishables, the need to make the market 
is tremendous. Missing the market may result in a heavy financial loss to the 
grower. This usually means working more than 8 hours to get the fruit packed 
and/or loaded on trucks or refrigerator cars. The requirement to pay for over- 
time assumes all-consuming importance. 


HAND LABOR VERSUS AUTOMATION 


Third, ours is an industry requiring substantial hand labor (much of it un- 
skilled) with comparatively low output per worker. We are not an industry 
suited to automation nor is it conceivable that we will even approach that level 
in the foreseeable future. However, we have made encouraging progress in mech- 
anization and the use of power tools especially in spraying, pruning, handling, 
and to some extent packing. We are not readily able to absorb increased costs 
that would arise from elimination or modification of the present exemptions. The 
payment of a minmum wage plus overtime payment would force many growers, 
packers, and processors out of business, thus substantially curtailing employment 
and earning power. 


WE EMPLOY THE HANDICAPPED 


Fourth, our industry employs a great many people who would not be able to 
compete in the urban labor force because of physical, mental, educational, age, 
or other handicaps. If a minimum wage were imposed, many of these, by ne- 
cessity, Would be dropped and become public charges. Productivity commen- 
surate with wages paid is the only economically sound basis for employment. 
In other words, labor can price itself out of the market. 


THE CUSTOMER IS ALWAYS RIGHT 


Fifth, people want fruit and want it in good condition and conveniently packed. 
This requires a substantial outlay of capital and a large work force. It costs 
money and the labor must be used efficiently. Many of our small- and medium- 
size growers find it more economical to have their apples packed and stored by 
private firms who can make efficient full-time use of equipment and labor by 
performing these services for a large number of growers. They may even sell 
the fruit for the grower. In some cases the firm actually buys the orchard run 
fruit to grade, package, and sell. Any increased costs for these services are di- 
rect increases in the costs to the grower, and it is seldom they can be passed on 
to the consumer. Thus an extension of coverage would be harmful to the small 
grower, who is in greatest need of the exemptions. 


WE NEED THE PROCESSOR 


Sixth, in the apple industry (as well as other fruits) we produce a substantial 
tonnage of fruit not suitable for the fresh market due to color, shape, size, or 
variety. This fruit must be processed (canned, frozen, or dried). The con- 
sumer likes the products and convenience. The processing industry has been 
and is expanding. However, processed apples are one of the least expensive 
fruits, if not the least, on the market today. The consumer has shown con- 
siderable resistance to price. It is a highly competitive situation. We have 
already shown the processor is being forced to pay more for cans, sugar, trans- 
portation, etc. If present exemptions (notably sec. 7 (b) (3), 7 (c) and 13 (a) 
(10) are eliminated and labor costs increased, the processor will be forced to pay 
less to the grower to remain competitive. In fact the coverage (for packing 
and canning) should be broadened by a more realistic definition of “area of 
production” as suggested earlier. 


WE ARE STUCK 


Seventh, the deciduous fruit industry is unique in its inability to shift rapidly 
to meet necessary adjustments that could be caused by a change in exemptions. 
For example, an applegrower plants an orchard. It is 8 to 10 years before he 
even starts to break even. By that time he has a considerable investment in 
bringing those trees into bearing. He must spray, prune, cultivate, etc. Let’s 
Say the present exemptions are eliminated or diminished. He may be forced 
to operate at a loss through increased costs. He is unable to shift overnight, 
or even in a year, to another crop in which he could take advantage of greater 
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mechanization without losing 10 years’ labor and its attendant investment. The 
same is true for the grower with an established orchard. Both may lose their 
investment and savings in a very short time because the cost of doing business 
today is terrific considering the financial reward. Some growers may be forced 
to spend as high as $100 for spray materials alone for 1 acre, due to weather 
conditions. 

In passing, we might point out that our tax structure does not leave much 
“headroom” to make necessary adjustments that could be caused by some of 
the proposed legislation. 

In closing we urge: 

1. Retention of the present agricultural exemptions. To eliminate existing 
inequities these exemptions should be broadened as suggested. 

2. Retention of the present exemption of certain food distributors and retail 
and service establishments from coverage. 

It is common knowledge that the grower receives less than half of the 
consumer’s food dollar. Any factor leading to increased distribution costs can 
only mean a further spread between what the grower receives for his products 
and the retail price. 

3. Retention of the present language in section 2 (a). Making the act applicable 
to “every employer who is engaiged in any activity affecting commerce” would 
afford Federal regulation of practically all business activity. It is so vague 
as to be incomprehensible. It would mean a “lawyer’s paradise” with prac- 
tically each borderline case an entity unto itself. Legislation must be clear 
and definite, not vague and ill-defined. 


We appreciate the opportunity of presenting our views on the matters before 
the subcommittee. 


Mr, Burrows. We are grateful for this opportunity of presenting 
the views of our membership on the proposed revisions of the Fair 
Labor Standards Act under consideration by the subcommittee and 


the effect of these revisions on our industry and the general public. 
I would first like to state our position. We strongly oppose any 


elimination of any diminshing of the exemptions granted agriculture 
under the present law. These concern the total exemption from the 
minimum wage and maximum hours provisions of the act for agri- 
culture under section 13 (a) (6) 5 the exemption covering an employ ee 


in the “area of production” engaged in handling, packing, storing, 


canning, and so forth, of agricultural or horticultural commodities 
under section 13 (a) (10) ; and the partial exemptions from the maxi- 
mum hour provisions of the law dae section 7 (b) (3) (seasonal 
industries) and section 7 (c), first processing of, or canning or pack- 
ing of seasonal or perishable fruits or vegetables. 

Ve strongly oppose the extension of coverage of this act to food 
retailers. Such increased costs, judging from “past experience, have 
come directly from the growers’ pockets. 

We vigorously reject any modification of section 2 (a) such as in- 
cluding the wording “or in activities affecting commerce.” 
We respectfully recommend for your consideration that: 
1. ques resent agricultural exemptions in sections 13 (a) (6), 
13 (a) ( 7 (b) (3), and 7 7 (c) be retained. 
2. The ps “area of production” as used in section 7 (c) and 13 
(>) (10) be defined to clarify the intent of Congress. The present 
efinition by the Administrator based on distance from population 
centers causes “competitive inequities” that we feel can be reduced. 
The “area of production” is a producing area wherever located and has 
little relation to the density or scarcity of population of the region. 

We suggest your consideration of the following definition for “area 
of production”: 

“Area of production” means, with respect to livestock, poultry, or any agricul- 
tural or horticultural commodity, the area or areas (the geographical boundaries 
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of which shall be expressed in terms of counties and/or States) which may be 
ascertained and designated by the Secretary of Labor and the Secretary of 
Agriculture, in which such agricultural product is produced in commercial! quantt- 
ties; and such contiguous counties in the same or adjoining States, if it is 
customary for the product to move from the county in which it is produced to 
an establishment located in any such contiguous county for the performance of 
any of the operations in sections 3 (f), 7 (c), and 13 (a) (10). 

The Congress has always been cognizant of the need for a healthy 
and prosperous agriculture. In the past it has wisely recognized the 
specific and unique problems of agriculture and especially the fruit and 
vegetable industry by taking them into account when writing this 
type of legislation. It is because these problems continue to exist toda 
that we seek retention of the present agricultural exemptions and clar?- 
fication of “area of production.” 

The trend of lower farm income and increased farm costs continues. 
For the coming year our industry is faced with increased costs for 
transportation, packages, paper, tinplate, sugar, and labor, to name a 
few. These increases follow on the heels of a year when many apple 
growers received “depression prices” for their fruit. 

Elimination or even diminishing of present exemptions would cause 
further inequities and hardships for our industry. 

Before discussing the reasons why the elimination or diminishing 
of any of these exemptions would prove harmful to agriculture and to 
the country as a whole, we would like to make clear that these same 
reasons are as valid for the large operator as for the small farmer. 
They may be even more valid for the large operator or for a person or 
a firm performing certain services more efficiently and more effectively 
for the grower than the grower could do himself. 

Furthermore, with the economic power in the retail food field be- 
coming more concentrated each passing day, the small producer is 
being squeezed from both ends. It is imperative that he either be- 
come much larger or “band together” with other growers to effectively 
meet the economie forces that are at work. 

I would like to run over some of the reasons why we believe that 
the present exemptions should be retained. 

First, the grower would find it necessary to keep and maintain vol- 
uminous and intricate records. This would be time consuming, ex- 
pensive and unproductive. Furthermore, the very nature of our in- 
dustry would make such record keeping exceptionally complicated 
and confusing. 

Second, our industry is at the mercy of the vagaries of weather and 
the inherent charactertistics of its commodities. We cannot control 
the necessity for working over the 8-hour day or the 40-hour week as 
can be done in manufacturing. 

I will just give one example. There are many. In marketing of 
perishables, the need to “make the market” is tremendous. “Missing 
the market” may result in a heavy financial loss to the grower. This 
usually means working more than 8 hours to get the fruit packed 
and/or loaded on trucks or refrigerator cars. The requirement to pay 
for overtime assumes all-consuming importance under such cireum- 
stances. 

Third, ours is an industry requiring substantial hand labor, with 
comparatively low output per worker. We are not an industry suited 
to automation nor is it conceivable that we will even approach that 
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level in the foreseeable future. We are not readily able to absorb 
increased costs that would arise from an elimination or modification 
of the present exemptions. 
- Fourth, our industry employs a great many people who would not 
be able to compete in the urban labor force because of physical, men- 
tal, educational, age, or other handicaps. If a minimum wage were 
imposed, many of these, by necessity, would be dropped and become 
public charges. Productivity commensurate with wages paid is the 
ionly economically sound basis for employment. In other words, labor 
can price itself out of the market. 

Fifth, in the apple industry, as well as other fruits—this is page 9— 
we produce a substantial tonnage of fruit not suitable for the fresh 
market due to color, shape, size or variety. This fruit must be proc- 
essed. Processed apples are one of the least expensive fruits, if not 
the least, on the market today. It is a highly competitive situation. 
We have already shown the processor is being forced to pay more for 
cans, sugar, transportation, and so forth. If present exemptions in 
sections 7 (b) (3), 7 (c) and 13 (a) (10) are eliminated and labor 
eosts increased, the processor will be forced to pay less to the grower 
to remain competitive. In fact the coverage for packing and can- 
ning should be broadened by a more realistic definition of “area of 
production” as suggested earlier. 

‘ And last, the deciduous fruit industry is unique in its inability 
to shift rapidly to meet necessary adjustments that could be caused by 
a change in exemptions. 

_ In closing we urge: 

1. Retention of the present agricultural exemptions. To eliminate 
existing inequities these exemptions should be _ broadened 
suggested. 

2. Retention of present exemption of certain food distributors and 
retail and service establishments from coverage. 

3. Retention of the present language in section 2 (a). 

Mr. Chairman and Rattan I have read the statement of Mr. Ernest 
Falk, who is scheduled to appear later before this committee, and 
I wish to endorse his statement. I greatly appreciate the opportunity 
of being heard. 

Senator Doveias. You discourage me, Mr. Burrows. I have always 
held the dream that when I was turned out to graze that I would 
become an orchardist and produce a few apples and enjoy the apple 
blossoms in the springtime and harvest the apples in the fall, and 
now you tell me of the terrible plight of applegrowers and I see 
another way of escape for me being shut off. So you have given 
profoundly discouraging testimony this morning. 

Perhaps I can get a job selling apples. 

Mr. Burrows. I would say the International Apple Association 
and National Apple Institute, the two national organizations, are 
organizations that are striving desperately to correct that situation. 

Senator Dovetas. Thank you very much. 

Our next witness is Mr. Ernest Falk, of the Northwest Horticultural 
Council. 

Mr. Falk. 


as 
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STATEMENT OF ERNEST FALK, NORTHWEST HORTICULTURAL 
COUNCIL 


Mr. Faux. Mr. Chairman and members of the committee, my name 
is Ernest Falk and I live at Yakima, Wash. I am manager of the 
Northwest Horticultural Council, which is an association of fruit- 
growers, packers, and shippers. 

I have a prepared statement and I would ask that the statement 
and two letters which are attached as exhibits be incorporated into 
the record, if I may, in view of the shortage of time, and I will sum- 
marize and comment upon that statement. 

Senator Doucias. That will be done. 

(The statement reads as follows:) 


STATEMENT OF ERNEST FaLk, NortHwest Horricutrurat Counc 
AMENDMENTS TO THE FAIR LABOR STANDARDS ACT 


I am the manager of the Northwest Horticultural Council with offices at 
1002 Larson Building, Yakima, Wash. The council is composed of the following 
organizations of fruitgrowers and shippers in Washington and Oregon: Wash- 
ington State Apple Commission, Winter Pear Industry, Wenatchee Valley Traffic 
Association, Yakima Valley Traffic Association, Hood River Traffic Association, 
and Rogue River Valley Traffic Association. 

The member traffic associations are composed of growers, packers, and shippers 
of deciduous fruits in their respective areas. The council represents the growers 
of practically 100 percent of all apples and in excess of 90 percent of all other 
deciduous fruits grown commercially in the two States, totaling approximately 
9,000 growers. Thousands of employees are engaged in orchard work, harvesting, 
and preparing the fruit for shipment. 

The Northwest Horticultural Council is appreciative of the opportunity of 
presenting for your consideration the views of the deciduous fruit industry on 
the effect of proposed amendments to the Fair Labor Standards Act on our 
growers of apples, pears, cherries, peaches, apricots, and prunes. 

(1) We are strongly opposed to the elimination or any modification of the 
present total exemptions from sections 6 and 7 which are provided for agriculture 
under section 13 (a) (6) and for the packing or processing of fruits and 
vegetables in the area of production under section 13 (a) (10). 

(2) We are strongly opposed to the elimination or any modification of the 
partial exemptions from payment of overtime for work in excess of 40 hours per 
week which are provided under section 7 (b) (3) and section 7 (c). 

The Congress has manifested a concern over the problems of agriculture be- 
cause a healthy and prosperous agriculture contributes substantially to a 
healthy and properous economy. In recent months congressional committees 
have indicated great concern over the increasing spread between what farmers 
receive for their products and what the consumer pays for them at retail. 

The Congress, when the Fair Labor Standards Act was adopted, held exten- 
sive hearings and gave serious consideration to the problems of agriculture and 
seasonal industries and wisely provided the exemptions found in section 13 (a) 
(6) and (10), section 7 (b) (3) and (c). The same conditions prevail now 
as prevailed then insofar as the perishability of fruits and vegetables and the 
requirements of other seasonai industries is concerned. One of the objectives 
of Congress in requiring payment of overtime over 40 hours per week was to 
spread out the work and to relieve unemployment. This could be and has been 
done in industry but it cannot be done in agriculture nor in the processing or 
packing of perishable fruits, where we almost always have a shortage of help 
at peak seasons. 

Hours of work can be regulated in a manufacturing industry; this is not true 
for agriculture and especially that section of agriculture involving perishables. 
Fruit must be picked at the proper stage of maturity. It should not be picked 
until it is properly mature; it must be picked before it becomes so ripe that it 
will fall from the tree or cannot be handled without excessive brusing. 

There is not an adequate supply of local labor to handle a normal crop, even 
when long hours are worked. Each year our growers must recruit labor from 
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other areas. Mexican nationals have been brought in under the programs av- 
thorized by Congress. Transient workers are recruited through various sources, 
Growers must pay a rate for picking sufficiently high to attract these workers. 
In seasons when there is a serious threat that the crop cannot be harvested with- 
out loss due to overmaturity or potential freezing, the townspeople and business- 
men who normally do not participate in the harvest, will go into the orchards 
and pick in order to save the crop. 

Pickers are paid on a piece-rate basis. A good picker will earn $1.50, $2 or 
more per hour. Some women will earn less than $1 per hour at the same piece 
rates. If the hourly minimum is applied to the picking of fruit, it would mean 
that many children, who work during the summer, and women who perform this 
necessary work, would be denied employment because the farmer could not 
afford to pay them a higher per box rate than is paid to the average picker. The 
farmer, to keep his costs uniform, would be tempted to recruit more transients and 
minimize the use of women and high-school children. 

Payment of overtime, in addition to the financial burden, which our growers 
cannot bear, would place a difficult recordkeeping burden on the farmer. Nu- 
merous arguments would develop over how much overtime was worked. Pickers 
work hours that are satisfactory to them. They do not all start at the same time; 
they take different lunch periods, which are not of uniform length ; they quit for 
the day when they see fit. The farmer now keeps no record of the hour when 
the workers start, stop for lunch or quit for the day. The picking is done on a per 
box basis and records are kept of the number of boxes picked by each picker. 
Removal of the present agricultural exemption would place a severe burden on 
our growers. 

Partial exemptions for processing and packing are provided in section 7 (b) 
(3) and 7 (c). Section 7 (b) (3) relieves the employer from payment of over- 
time in an industry of a seasonal nature up to 56 hours in any work week for 14 
weeks. Section 7 (c) provides that overtime is not required during 14 weeks for 
the processing or packing, etc., of certain agricultural products including fresh 
fruits and vegetables. 

The grower, more than the packer or processor, is vitally concerned with these 
exemptions because in our industry, the grower received the net from the sale 
price—be it f. o. b. shipping point or terminal market—after deducting expense 
of transportation, packing, etc. In other words, the farmer is the one who is di- 
rectly affected by increased costs even though, in the first instance, they may 
be paid by the packer. Perhaps the following explanation of the operation of our 
fruit growing and packing operation may be helpful. 

In the Yakima area approximately 40 percent of the apples are handled through 
cooperative packing plants. (In some areas this percentage is even higher.) 
Of the remaining 60 percent, some large growers pack and store their own fruit, 
and do some packing for neighbors. Many small growers will have their apples 
packed and stored through private, independent firms who pack for a fixed fee and 
sell the fruit for the grower under his instructions. Many other growers will de- 
liver their fruit to private firms who pool the fruit of numerous growers with 
their own fruit and distribute the net proceeds from the pool according to the 
variety, quality and grade delivered by the individual growers. It is obvious 
that the grower will bear the burden of increased costs if the partial exemptions 
for packing are modified. 

Packing of fresh fruits cannot be handled on an 8-hour per day production line 
as may the manufacture of nonperishable commodities. The fruit must be packed 
and dispatched for market while it is fresh. Employers recognize that an exces- 
sively long day reduces efficiency, may result in a poorer quality pack, and is 
more expensive, irregardless of the payment of overtime. They endeavor, to the 
maximum extent possible, to keep this under control, but highly perishable fruit 
eannot be packed on an 8-hour or 40-hour week basis. For example, the packing- 
house will want to pack enough fruit to finish off loading of a rail car so it may 
be shipped. The unpacked balance of the fruit, in many instances, can be held 
for the next day—but it is important to fill a car and get it started for market. 

Payment of overtime above 40 hours per week would obviously increase 
packing costs per box. Thus, a plant operator, who is also a grower, might 
be better off financially to refuse to handle some grower’s fruit in order to 
hold his operation down to 8 hours per day or 40 hours per week. He could 
pack his own fruit at a lower per box rate than cooperatives, who would have 
to pack all fruit brought in by their members, or private plants who would ac- 
cept all fruit offered. The small grower would be discriminated against and 
in seasons when the crop is above average, might be unable to get a packing- 
house to handle the fruit for the grower’s account. This would mean a great 
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loss to the grower, if he had to sell it loose for whatever he could get out of it 

We wish to next call the subcommittee’s attention to a situation involving 
piece rates which we feel calls for correction. The fruit packers are paid on a 
piece-rate scale. Experienced packers of all fruit earn well above the mini- 
mum. An adequate supply of experienced packers is not available for cherry 
packing. Each year many inexperienced packers are recruited for the packing 
of cherries. 

A large number of high-school students work in the packing plants for the 
few weeks of the cherry season. They are needed because there are not enough 
regular fruit packers to pack the cherries as they are picked. Some of these 
high-school youngsters are conscientious and will develop a speed which will 
enable them to earn in excess of the minimum. Others either do not have the 
coordination or the willingness to work at a speed which will earn the mini- 
mum. With a $1 per hour minimum, employers may be forced to limit employ- 
ment opportunities for a number of these high-school workers who would have 
to be paid a higher per box rate than the regular packers. This would deprive 
these young people of an opportunity to work and to earn money which, in many 
instances, is used in furtherance of their education. In the past, employers have 
carried a number of these high-school youngsters on the payroll and increased 
their piece-rate earnings sufficiently to meet the 75 cents per hour minimum 

The average experienced packer will pack 4 boxes of cherries (15 pounds, 
double row face) per hour. The inexperienced packer, after an orientation pe- 
riod, will pack about 143 to 11%4 boxes per hour. The inexperienced packer 
will build up her speed until at the end of the season, she might pack 2 to 
2l, boxes per hour. Packers in the Yakima area were paid 35% cents per box 
last season. The rate at present is 37% cents. The average experienced packer 
would make $1.50 per hour. The inexperienced packers would earn from 50 
cents to 56 cents per hour at the start of the season and from 75 cents to 90 
cents at the end of the season, some 3 to 5 weeks later. 
least the minimum of 75 cents per hour last year. 

We ask that Congress amend the law to provide that an employer of piece- 
rate workers will be deemed to be in compliance with the act if the average 
earnings of the employees meet the minimum of $1 per hour or if some certain 
percentage of the piece-rate workers earn the minimum. We feel that a piece 
rate, which enables experienced packers to earn in excess of the minimum should 
be adequate compliance with the act. Such an amendment would be helpful 
to the industry in that the per box cost of packing could be kept uniform and 
would permit continued employment of high-school youngsters without penalizing 
the employer. The speed and skill developed by the youngsters could be used 
in future seasons and also to get them started packing fruit other than cherries. 

Perhaps some of you may be thinking that section 14 of the Fair Labor Stand- 
ards Act, which provides for the employment under special certificates of learners 
at wages less than the minimum wage applicable under section 6 of the act. 
is adequate. It would seem that it should be, but the law has not been admin 
istered in this manner by the Administrator. On April 19, 1956, I wrote the 
Wage and Hour and Public Contract Division and asked that they furnish 
official application forms required by their regulations, part 522, to apply for a 
learner’s certificate. Attached hereto and marked “Exhibit A” is a copy of a 
letter from Harry Weiss, Assistant Administrator. Attached hereto and marked 
“Exhibit B” is a copy of my reply dated May 14, 7956. 

To ascertain whether skill is required, 1 checked with one employer who last 
year made an analysis of his 1954 payroll for me. 
5-week period in 1954 were reported to me: 


They all received at 


The following figures for a 


Week ending— 


July 4 | July 1 July 18 | July 25 


Number of packers__.____- 
Employees earning— 
Less than 75 cants per hour 52 | 46 17 2 
75 cents to 90 cents per hour___.--..__-| 22 20 14 16 4 
Over 9) cents per hour________- on 2 | 32 44 46 59 


J 


i dheataecee . 98 82 79 65 


During 1954 the employees were paid 3514 cents per 


url r box. The rate in 1955 
was 37% cents and has not yet been changed. 
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The foregoing establishes the correctness of our contention and disproves the 
Administrator’s conclusion that fruit packing is not skilled or semiskilled. 

The foregoing demonstrates the need for action by Congress through either 
a provision such as above suggested or else an amendment of section 14 directing 
the Administrator on the issuance of learner's certificates. We know that 
the fruit industry is sufficiently skilled as to justify the use of learners. What 
course is there to an industry when the Assistant Administrator makes a deci- 
sion based on a so-called thorough investigation which consisted of talking 
to the labor union officials or where the Assistant Administrator refuses to for- 
ward official forms which are required in order to file an application so that the 
employer may furnish proof, which was not brought to the Administrator's 
attention when the matter was considered in 1950? It is not difficult to con- 
jecture what the attitude of the Assistant Administrator will be. With a closed 
and prejudiced mind, it is obvious that learner’s certificates will probably not 
be granted to this industry regardless of what showing is made. 


Exursir A 


UNITED STATES DEPARTMENT OF LABOR, 
WAGE AND HOUR AND PUBLIC CONTRACTS DIVISIONS, 
Washington, D.C., May 7, 1956. 
Mr. ERNEST FALK, 
Manager, Northwest Horticultural Council, 
Yakima, Wash. 

Dear Mr. Fark: This is in reply to your letter of April 19, 1956, in which 
you request four sets of application forms for the purposes of filing for authority 
to employ learners at subminimum rates in the packing of cherries. 

Learner Regulations, part 522, section 522.5 (e), a copy of which is enclosed, 
provide that learner certificates may be issued only for occupations involving a 
sufficient degree of skill to necessitate an appreciable training period. The 
occupations contemplated by the regulations are basically semiskilled in nature. 
Thus, the Divisions have not issued certificates for the packing of any type of 
fresh fruits and vegetables, including cherry packing, because this occupation 
requires little more than a brief orientation period before the beginning worker 
of average ability can become sufficiently productive to earn the statutory 
minimum. 

You will also note, in section 522.5 (f) of the Learner Regulations, that certitfi- 
cates may be issued only where learners are afforded every reasonable op- 
portunity for continued employment after completion of the learning period. 
Certificates are not being issued in such highly seasonal operations as cherry 
packing because they involve short periods of employment and the employees 
‘annot look forward to continued employment after the completion of the learn- 
ing period. 

Since it is not likely that any certificates would be issued for cherry pack- 
ing, I am not enclosing any application forms. If you have any need for further 
information on this subject, please let me know. 

Very truly yours, 
HARRY WEIss, 
Assistant Administrator. 
Exuibit B 
May 14, 1956. 
Mr. Harry WEISS, 
Assistant Administrator, Wage and Hour and Public Contracis Divisions, 
United States Department of Labor, Washington, D. C. 


Dear Mr. WEIss: This will acknowledge receipt of your letter of May 7, 1956, 
in answer to my letter of April 19 wherein I requested that the official form of 
application for a learner certificate be sent to this office and to designated men 
in Wenatchee and Yakima, Wash., and Hood River, Oreg. To say that I am 
amazed and disappointed at your refusal to forward the application forms is a 
gross understatement. I cannot conceive how a Government official in the face 
of a requirement that an “application must be made on the official form fur- 
nished by these Divisions” would refuse to permit an industry or an employer 
to apply for a learner’s certificate. 

I must give you credit for the candor of your admission that it is not likely 
that any certificate would be issued. To prejudge an application in advance 
seems rather unusual. I am aware that an application was made in 1950 and 
that it was rejected by you on May 18, 1950. Your decision was based on your 





DDG, 
a of 
nen 
am 
is a 
Face 
fur- 
yyer 


cely 
nce 
and 
rour 


AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 153 


conclusion that the fruit packing operation was not sufliciently involved or 
difficult; that there was an inadequate showing that curtailment of opportuni- 
ties for employment would result; that there was no sufficient showing of con 
tinued employment after the learning period; and that the fruit crop for the 
1950 season was extremely short. Following additional representations by the 
industry, Mr. McComb wrote on June 16, 1950, affirming your earlier conclusion 
that an inadequate showing had been made. The industry files show that the 
investigation by your representative, upon which you relied on May 18, 1950, con 
sisted of talking to the representatives of the labor union. On that trip he did 
not talk to a single employer nor, so far as we know, any employees. The labor 
union had offered to consent to our application if the employers would agree to a 
union shop. The employers refused io do so and the labor union opposed the 
application for learner's permits. 

In your letter of May 7, 1956, you state that fruit packing operation is not 
semiskilled but “requires little more than a brief orientation period.’ I only 
wish it were possible for you, or someone you might designate, to come in and 
try to pack cherries. You would immediately find out that the information on 
which you rely is completely erroneous. I am informed by employers that the 
average experienced packer will pack four boxes of double-row faced cherries 
per hour. The inexperienced packer, after a “brief orientation period”, will 
pack from 1 to 1% boxes and after 3 or 4 weeks’ work, will build up to 2 or 
244 boxes per hour. These packers are paid on a piece-rate basis on a seale ne- 
gotiated with the union. Last year they were paid 3744 cents per box. The 
average experienced packer would make $1.50 per hour. Many would exceed 
this. The average inexperienced packer with an output of 144 to 2 boxes per 
hour would earn from 50 cents to 75 cents per hour, but was paid the 75 cents 
per hour minimum. Employers would carry these inexperienced packers on the 
payroll as long as there was hope that they could approach the minimum. With 
a minimum rate of $1 per hour, employers obviously cannot afford to carry an 
inexperienced packer for as long as they did last year or could if learner's per 
mits are authorized. Opportunity for employment of those slow to learn would 
be curtailed. 

This industry feels that your conclusion that cherry fruit packing is not semi 
skilled is completely erroneous; that your decision, prior to a full presentation 
of all the facts, that we do not meet the requirements is totally unjustified. 
Furthermore, we cannot understand how, under the democratic processes sup- 
posedly in force in the United States, you can in good conscience refuse to fur- 
nish the official form which is a prerequisite to the making of an application. 

Yours very truly, 
NoRTH WEST HORTICULTURAL COUNCIL. 
ERNEST FALK, UVanager. 

Mr. Fax. Our organizations represent the deciduous fruit- 
growers—apples, pears, cherries, apricots, prunes, and peaches—in 
Oregon and Washington. There are about 9,000 growers, which rep- 
resents a large number of orchard employees, of course, in that 
operation. 

There are approximately 200 to 250 packing plants who pack the 
fruits, and, of course, the packing of the fruit is necessary, the sorting 
and grading in order to market it satisfactorily. 

We are strongly opposed to any elimination or modification of the 
present total exemptions provided under section 13 (a) (6) for agri- 
culture and 13 (a) (10) for the packing or processing of the fruits, 
which exempts those occupations from the overtime provisions and 
from the minimum hourly provisions. Those, of course, apply to the 
growers and the processing or packing operations. 

Secondly, we are opposed to the elimination or any modification of 
the partial exemptions from the payment of overtime for work in ex- 
cess of 40 hours per week. The Congress, in passing the Fair Labor 
Standards Act, recognized the difference between industry and agri- 
culture, and particularly the problems of agriculture as it applies to 
these perishable fruits. 
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One of the objectives of the Fair Labor Standards Act in fixing a 
workweek was to spread out the work, to relieve unemployment. 

Our problem is altogether different. When we get into a peak sea- 
son, we don’t have enough labor. We have to recruit labor throughout 
the country, transient workers, and Mexican nationals brought in under 
the program that the Congress approved. We get into the season 
where we are particularly short and the town people will go out to help 
harvest the fruit. I, myself, have done that before I had any con- 
nection with the fruit industry, because if you don’t get it off the trees 
before the frost, if you don’t get it before it is too ripe, it is gone. 

So ours is an altogether different problem insofar as an 8-hour day 
or 40-hour week would be concerned. 

Mr. Burrows just mentioned the problem of the farmer insofar as 
the cost-price question is concerned. You can imagine what would 
happen if the farmer who is having difficulty making ends meet now 
also had to pay overtime, time and a half above 40 hours a week, be- 
cause when they are harvesting fruits the picker will work 9 to 10 
hours a day. Some may work a little longer than that. If his cost of 
picking, which is on a per box basis, were increased by the payment 
af overtime, he just couldn’t stand it. 

The next difficulty for the farmer is this: Pickers go out in the or- 
chard; they start working when they want to, they will knock off for 
lunch when they want to, quit when they want to at the end of the day. 
The farmer keeps no record of the hours they work. His only concern 
is how many boxes he picks and he is paid for work on the basis of his 
production. So it would entail an unnecessary amount of recordkeep- 
ing for the farmer. 

In the statement I submitted that is amplified in additional detail. 

Another factor that would occur: many times entire families will 
be picking, the father, the mother and children, if they are old 
enough—12, 13, 14, 16, or whatever it may be, where they couldn’t get 
any other employment. Now some of those youngsters and women 
probably could not make a dollar an hour picking, at going piece rates, 
whereas a good man picker can make two dollars an hour, What 
should the farmer do? If he has the dollar an hour minimum apply- 
ing, he would have to say, “I can’t let those youngsters pick” because 
on a per box basis they might earn fifty, sixty or seventy cents, and he 
would have to say, “I will have to bring in more men, recruit addi- 
tional workers from the outside.” The result would be that women 
and youngsters out picking fruit in orchards now would be deprived 
of that opportunity for employment. 

The next point I would like to cover is that of the packing plant 
operations, and actually this applies to the farmer because in our area 
the fruit is packed in the majority of instances for the farmer’s account. 
The farmer gets the net proceeds from the sale, after the payment of 
the packing costs, after the payment of the transportation, after all 
of the deductions, so if additional overtime is required, in the packing 
plants, by removal of section 7 (b) or 7 (c) exemptions, that will come 
right out of the farmer’s pocket, because those are the first deductions 
that come from the sale price. 

Most of our fruits are packed either by cooperatives or by independ- 
ent plants for the grower’s account. You would have the problem: 
What could be done if they had to pay overtime over 40 hours a week? 





AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 455 


The farmer might solve it this way: He would say, “Well, you can only 
work 40 hours this week forme. You work Monday, Tuesday, Wednes- 
day and Thursday. That is all you can work for me, but then I sug- 
gest you go across the road and pick fruit for my neighbor and you can 
pick for him Friday, Saturday and on Sunday if you want to, and you 
will get 30 hours in for him.” Then next Monday they will switch 
around again. So actually the worker, who wants to get all the work 
that he can during the limited harvest season, could do that and that 
would be a way of avoiding the consequences of this. It would be per- 
fectly legal. 

It just seems foolish to cause the worker and farmer to adopt that 
sort of subterfuge. 

The packing plant is a little different situation. There are many 
packing plants that are owned by large growers. Well, that large 
grower may pack his own fruit and some fruit for his neighbors. So 
he will say, “Well, all I can pack is 40 hours a week straight time. | 
will refuse to pack any fruit for my neighbors because that would 
skyrocket my cost of packing.” So the little farmer, a neighbor for 
whom the large one is packing, would have to take his fruit into a 
packer in town and that small farmer would be paying the cost of 
increased overtime. 

The packing on a 40-hour week just isn’t practical because when the 
fruit is mature, you are going to have to pack it and send it away to 
market. Fruit just doesn’t quit growing, whereas in industry they 
can stockpile their product in advance. I am sure that the committee 
is entirely aware of that. 

A year ago, as secretary of a national group, the Council of Fruit 
and Vegetable Association Executives, I filed a short two-page letter 
with the committee, addressed to you, Senator Douglas, and the prob- 
lem that I mentioned applies not only to our deciduous fruits in the 
Northwest, but it applies everywhere throughout the country. 

I should also like to comment briefly on a problem that we have in 
connection with piece rates within the packing plants. Our packers 
work on a piece-rate basis. The earnings of an average experienced 
packer will run a minimum of a dollar and a half, a dollar seventy-five, 
up to two dollars an hour. We have to hire inexperienced packers. 
In the cherry season, each cherry is looked at individually. A large 
number of inexperienced packers can’t earn the minimum of a dollar 
an hour at the present piece rates. These piece rates were negotiated 
with the labor union, are satisfactory to the union, and afford a fair 
return to the packers. So we have this concern, and I would like to 
suggest that the committee consider a regulation—it would be a law, 
rather, comparable to the regulation that has been enforced by the 
administrator in Puerto Rico, such as our State department of agri- 
culture had—that, if a certain percentage of the packers earn the mini- 
mum established piece rates, it would be compliance. 

Another problem that I would like to suggest, which also involves 
piece rates, and perhaps you would say, “Well, there is a provision 
in the law under whieh learners can qualify and there are minimum 


rates for learners.” Well, that sounds fine in theory. 

On April 19, this year, I wrote to the Department of Labor, Wage 
and Hour and Public Contract Division, and asked that they send me 
some of the official forms that are required for such application. The 
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letter that I received from the Wage and Hour Administration is 
attached as an exhibit to my statement and it ends up this way: 

Since it is not likely that any certificates would be issued for cherry packing, 
I am not enclosing any application forms. If you have any need for further 
information on this subject, please let me know. 

My reply to that, in substance, was that we think the Administrator 
is wrong in his conclusion that we couldn’t qualify, but it seems thor- 
oughly undemocratic to say “I won’t send you any application forms.” 
He was determining in advance that we couldn’t qualify. The deter- 
mination was predicated on an application that was made in 1950, 
where the Administrator at that time found that the industry did not 
qualify after a thorough investigation, which consisted of coming 
into the area, of talking to the business agent of the union, of not talk- 
ing to any of the workers, of not talking to the plant operators, and 
from reaching a conclusion that there was no skill involved in packing 
cherries to justify such an application. 

On page 8 of my statement I have included a tabulation showing 
the packers’ earnings in one packing plant during 1954, the 1954 
season. I had those made at the time because I was concerned with 
what percentage of employees might come up with the 90 cents an 
hour that was suggested at that time. I believe an analysis of that 
tabulation clearly shows the increase in packing skill and ability of 
these employees. 

In view of the Administrator’s determination that no learners are 
called for in the fruit-packed industry, I would ask that the Congress 
again do as it did in 1937, when it provided for learners by, in effect, 
providing that fruit packing should be entitled to learners as much 
as any industry. 

I do appreciate the opportunity of appearing before the commit- 
tee. This is indeed a serious problem and that is the reason I have 
come this distance, because our farmers and our packers are so con- 
cerned. We knew that the problem would be presented by Mr. Bur- 
rows; nevertheless it was felt that we wanted this committee to know 
how keenly we felt about it. If there are any questions from the com- 
mittee, perhaps because I am in the field I might be able to answer 
them as I possibly may have a little more personal knowledge than 
Mr. Burrows. 

Senator Dovetass. Thank you very much. 

The next witness is Mrs. C. S. Johns, director, Ohio Retailers Jew- 
elers Association. 


STATEMENT OF MRS. C. S. JOHNS, JEWELER, BEREA, OHIO 


Mrs. Jouns. My name is Beth—for Elizabeth—Johns. I own and 
operate the C. S. Johns Jewelry Store in Berea, Ohio, a community 
of approximately 15,000 people, which is located in northeastern Ohio. 
I am appearing before your committee on behalf of myself, and as a 
director of the Ohio Retail Jewelers Association on behalf of our 
members. At the outset I would like to express my appreciation to 
you and the committee members for giving me the opportunity to 
appear before your committee and to express our opinions on pro- 
posed amendments to the Federal wages and hours law which would 
modify that law to cover retailing. 
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You perhaps may wonder why a small-business person would be so 
concerned with this issue when the proposals before your committee 
would cover only retail stores who do a bald. million dollars worth of 
business or have five stores as part of achain. You perhaps may fur- 
ther wonder why a small-business operator should worry about what 
the Government does to big business. The answer is twofold and both 
parts are equally simple. Let me assure you that anytime the Federal 
aan rnment steps in and regulates any element of the competition 

tween the larger retailing stores in my community, this regulation 
is going to have a very dire ct effect on me as a small retailer. Sec- 
ondly, as a citizen I oppose any attempt to standardize our society 
by fixing the economic pattern of any segment of business. 

What “T am about to tell you may sound elementary in view of the 
voluminous technical arguments which have been presented to you 
during the last 2 weeks. But as far as we are concerned it might be 
well if a few of those well meaning but uninformed theorists who pre- 
sent the scholarly looking statistics to the committee had a better idea 
of the bread-and-butter problems of the retailer. I would like to give 
the committee an idea of the predicament that I, as a small-business 
person, would be in if this Congress should impose a $1 minimum 
upon a certain group of retailers, and some of that certain group 
happen to be located in the community in which I live. 

When the $1 minimum became effective it would mean first of all 
that the covered employers in my community would have to pay $1 
in hour minimum. They would have to increase the wages of any 
person receiving less regardless of what work the employee did 
or how much value the particular work contributed to the success of 
the enterprise. Se ondly, the covered employer in my community 
would be forced to raise the salaries of each and every employee who 
ide more than $1 an hour by an amount equal to the same percent- 
age of the amount given to the lowest-paid employee. Any person 
who says that it is possible to raise the wages of the least skilled em- 
ployees from, for example, 80 cents an hour to $1 an hour and not 

raise the salary of their more skilled employees by a comparable 20 
percent, simple is naive and has no conception of workable employer- 
employee relationship. 

{am certain the committee realizes that retailing is no different from 
other industries when it comes to maintaining wage differentials de- 
pendent upon the skill and knowledge required to do a job. 

(Assuming then that the big employer raises his salaries in accord 
with the Federal law, obviously my employees would realize what was 
happening. They would come to me and ask for a raise because their 
counterparts who sell the same merchandise in the larger stores are 
being paid more money for identical work. 

My first problem would be to check the financial aspects of my bus- 
iness to determine whether or not I could give them a raise. I know 
now without even looking at my books that I cannot give my employees 
any substantial salary increase. That is, if I continue to charge pres- 
ent prices and still maintain any semblance of return for my own 
efforts and for the investment which I have in the business. 

Assume that, despite this, I increase the salary of the employees to 
keep them happy and from leaving my employ ment and going to the 
covered store, it would follow that the price of our merchandise would 
of necessity be increased. 
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At that point my customers will remind me of the prices being 
charged by my small competitors. If any of my competitors by some 
fiction are able to keep their employees satisfied with less money and 
charge lower prices than I can, obviously I am going to lose a certain 
amount of my business. 

If my competitors also raise their prices for the same reason I raised 
mine, the net result of the whole operation is that the Federal Gov- 
ernment’s imposition of a $1 minimum on retailing has not affected real 
wages at all. 

There is another facet to this problem of wages and prices. I have 
seen some references in the newspapers to testimony before this com- 
mittee to the effect that the big retail corporations in many instances 

‘an afford to pay their employees higher minimum wages and absorb 
the cost out of profits and not be forced to increase prices. I do not 
know whether or not this is true. If it is, then the plight of the small 
retailer will be even worse. 

As I previously indicated, the average small retailer, such as myself, 
is in no position to absorb any wage increases but will be forced to 
raise prices to retain our present employees. If the large retailer with 
whom we now compete is able to take our best salespersons from us by 
paying them more and selling goods cheaper than we can, we small 
retailers are literally in the middle. We would be forced to accept 
either less skilled employees or price ourselves right out of the com 
petitive market. 

There is no question now but that the small retailer has to work 
hard in this business of competing with the larger retailers. If the 
Federal Government comes along and joins forces with the big retail- 
ers, Lam afraid that the ranks of the small-business man will be sadly 
depleted. 

I am located in Berea, as you know, and that is in the center of a 
very new and highly industrialized section, and the only way that we 

‘an acquire efficient, intelligent help is by making other compensations 
aie than money hourly rates. Incidentally, I meet the hourly rates 
on my adult employees and more, of course, but we do make the con- 
cession to them in hours. In other words, we use married women who 
must be home at 4 o'clock and so forth. Then at 4 o’clock the high- 
school students come in, and they receive a special rate for learners, 
which we qualify. There is always a question there. At this time we 
use high-school girls very much to our benefit. They bring us youth 
and enthusiasm, and it is to their benefit, too, because they have the 
advantage of knowing what business is all about before they get into 
the business world. We would hate to see them discriminated against 
as well as ourselves. 

All of the above simply shows what confusion and disr uption to our 
competitive system can result from any legislation which is basically 
discriminatory in nature. There is no doubt that the bills now pend- 
ing before this committee to cover certain retailers are discriminator y. 
They are discriminatory in two ways. First, they seek to separate on 
economic levels the larger from the smaller without any regard to the 
effect of the discrimination. 

Secondly, the bills by covering only selected stores are discriminat- 
ing between the employees of the large and the employees of the small 
retailer, They seek to economically aid the employees of the large 
retailers and are not concerned over the great number of small retail 
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employees. Thus, in our opinion, the bills pending before your com- 
mittee are both unnecessary and unsound. 

Again, I want to express my appreciation for this opportunity to 
present our views, Speaking on behalf of the members of our organiza- 
tion, we sincerely hope that the committee will reject any and all pro- 
posed Federal legislation over areas which are not properly the sub- 
ject of Federal regulation and control. 

Senator Go_pwarTer. I just want to make a comment, Mr. Chairman. 
I haven’t been to all of the meetings of this subcommittee so I haven't 
heard all of the testimony, but I have heard a lot of it, and I think that 
you, Mrs. Johns, have hit closer and more accurately on the whole meat 
of this problem than have any of the other witnesses. 

You on the first-page comment that it is wrong for the Federal 
Government to regulate any element of competition. I think that is 
basic. You also object to the efforts of Government to standardize 
our society, but I think the comment you make on page 3 is the one 
that we must all keep in mind. You say: 


If my competitors also raise their prices for the same reason I raised mine, 

the net result of the whole operation is that the Federal Government's imposition 
of a $1 minimum on retailing has not affected real wages at all. 
I think that any observation of past efforts at the State level will 
lead to the conclusion that that is true; that the dollar, while it would 
be higher than they were making, will actually come to a new low and 
we start the old walking up the ladder again that we went through 
in several periods of our history that have not been productive to the 
country. 

I want to thank you as a fellow retailer for making this kind of 
statement. 

Mrs. Jouns. Thank you, It is rather simple compared to some of 
the voluminous statistical reports, but I am pretty close to it myself. 

Senator Douetas. Thank you very much. 

Mr. Eldon H, Roesler, executive secretary, the Central Retail Feed 
Association. 


STATEMENT OF ELDON H. ROESLER, EXECUTIVE SECRETARY, THE 
CENTRAL RETAIL FEED ASSOCIATION 


Mr. Rorester. Mr. Chairman, with your permission I would like to 
have our president, Mr. Carl Bastian, of New Franklin, Wis., with 
me. 

I am Eldon H. Roesler. I am the executive secretary of the Central 
Retail Feed Association, Milwaukee, Wis. My statement before this 
committee has been authorized by our board of directors. We repre- 
sent 825 feed retailers operating in Wisconsin and northern I}linois. 

I am here to urge that the present exemption for retailers under the 
wage-and-hour Jaw be continued since it is vitally necessary for the 
operation of these retail establishments which provide necessary serv- 
ice for farmers. 


[It is our opinion that if feed dealers were forced to pay time and 
one-half over 40 hours, many would eventually be forced out of busi- 
ness. The feed retailers works on a profit margin which is substan- 
tially smaller that that enjoyed by many other larger business firms. 

May we give you a picture of the average retail feed dealer. This 
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is made possible by the use of figures compiled in a survey made by 
Dr. Henry H. Bakken, professor of agricultural economics at the Uni- 
versity of Wisconsin, in conjunction with our association. 

Dr. Bakken sent questionnaires throughout our industry and then 
followed up with personal interviews. Dr. Bakken has given us a 
preliminary report on this survey and has authorized our use of his 
figures. In his survey he discovered that the average feed retailer 
serves 300 farmers living up to 8 miles away from his place of busi- 
ness. He usually has 3 or 4 competitors. 

According to the-survey, the average markup on livestock feed 
was 15.2 percent over cost. Broken down further, 22 percent of the 
dealers had a markup ranging from 10 to 12 percent, 17 percent had 
a range of from 12 to 14 percent, 22 percent marked up feeds from 
14 to 16 percent, and the remaining 39 percent had a markup of 16 
percent or over with the highest meade as 25 percent. 

Dr. Bakken further reports that most dealers claimed they strived 
for an average gross markup of 15 percent over cost on everything 
they sold. This is little enough and any change in the retail exemp- 
tion will work a number of hardships not only on the feed dealer but 
also on the farmer. 

These hardships take several forms. The average feed dealer now 
operates from 50 to 56 hours per week. He finds it necessary to be 
open these hours to give the farmer the type of service he demands and 
needs. 

If this same feed dealer were forced to pay time and one-half for 
these extra 10 to 16 hours per week, he would have to do one of two 
things or possibly both, namely: 

1. Cut back his hours to 40 per week and thereby provide less serv- 
ice for the farmer. 

2. Raise his price to the farmer in order to give him the service he 
needs since increased prices would be necessary to meet operating costs. 

Recently we conducted a spot survey in various parts of our area 
to determine how our members would have fared last vear had thev 
been forced to pay time and one half. When you consider that the 
average gross markup is only 15 percent, according to Dr. Bakken’s 
survey, you can see the results. Our survey also showed that the aver- 
age cost of doing business was approximately 12 percent, so the squeeze 
would be one to such an extent that many firms could not continue in 
business. This survey shows that the increased labor costs would 
have eliminated from 11 to 21 percent of the remaining net profits 
before taxes of the-firms reporting. In addition, many feed firms are 
actually owned by farmers through their cooperatives so they would 
have a double loss, one through higher prices, another through reduced 
patronage dividends. 

We firmly believe there is one other effect which should be of in- 
tense interest to you gentlemen of the subcommittee since we believe 
that most of the Members of Congress are interested in the genera! 
welfare of the farmer. 

If the average smalltown merchant were forced to pay time and 
one-half over 40 hours it would raise the general labor scale in the 
rural areas thereby increasing the cost of doing business for the 
farmer. It would be difficult for the average farmer to get help when 
needed since farm hours cannot be set at 40 hours per week and it 
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would mean higher labor costs all around. While we do not pretend 
to speak for the farmers, we are in direct contact with them each day 
and realize the local situations which prevail. 

Our members realize that only so ee as we serve the farmer will 
we prosper. Our interests are closely tied in with those of all farmers. 
We know that the past year has not been a good one for farmers be- 

cause of reduced income. We sincerely trust % it nothing will be done 
to force the prices farmers pay toa higher level 

In summary, we urge that you continue in force the present retail 
exemption as it now stands since its elimination would mean: 

(1) Higher costs to farmers on the products he buys from his feed 
dealer or (2) a reduction in the service the farmer expects from his 
feed dealer and (3) an increase in the general rural wage level which 
would increase farm labor costs. 

Thank you for permitting us to bring to you the views of the mem- 
bers of our association. 

Senator Dovetas. Thank you very much for testifying. 

That concludes the list of witnesses for this morning. 

(Whereupon, at 11: 25 a. m.,the hearing was recesse ed.) 
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APPENDIXES TO STATEMENT OF MRS. JULIA ALGASE, NEW YORE 
HOTEL TRADES COUNCIL 


APPENDIXES 
APPENDIX 1 


Last year was the best in their history for hotels in the United States—and 
spokesmen for the industry say it will be even better. These are the record- 
breaking figures issued by the American Hotel Association for 1955: 

Gross income, $2,653 million, an increase of about 3 percent over 1954. Con- 
struction of new hotels increased in the first 10 months of 1955, with 79 built or 
under construction, as against 54 in the same period of 1954. The new hotels are 
valued at $181,257,000 compared with the 1954 total of $146 million. A 5-percent 
increase in gross volume of business is forecast for 1956, based on expectation 
of the national economy remaining at a high level, with travel, both for business 
and recreation, continuing to rise. 

As of November, an indicative list of hotel stocks and bonds was up 32.1 per- 
cent and 3.1 percent, respectively. 


APPENDIX 2 


Mr. Stanley Ruttenberg for the AFL-CIO has said that in Arizona (where 
incidentally the Continental Hotels System operates 2 of its 15 hotels) the mini- 
mum wage for women employed in retail trade (men are not covered) is 55 
cents an hour. It may be added, there is no minimum wage set for service in- 
dustries in Arizona other than for laundry and dry cleaning. 

In Tennessee, where the Grenoble Hotels chain operates one of its 21 hotels, 
there is hours coverage only: there is no minimum wage. Georgia too, has hours 
coverage only. Here, the Hickory Hotel Co. chain has one of its 46 hotels. Nine 
of its hotels are in Ohio where the minimum set is from 49 to 55 cents an hour 
for nonservice employees. 

The Packard chain of seven hotels, owned by Arthur J. Packard who testified 
here against the extension of coverage, is also in Ohio. Mr. Packard foretells 
dire results if there is extension. 

Hard-working and upstanding hotel workers all over the country will resent 
Mr. Packard’s statement that if hotels didn’t employ people to scrub pots and 
pans or do other menial labor, they would become public charges. We don’t 
notice that this altruistic approach is used by the hotel industry in its rapid 
adoption of all forms of automation or that hotels are in business for the purpose 
of keeping our people from being public charges. 

If what Mr. Packard says is so, then there is no cause for his fear that firms 
which fall below the coverage tests of the Lehman and Murray bills (such as those 
in chains with less than 5 units or those with less than $500,000 annual business) 
would have to raise their wages in order to compete for labor with the com- 
panies required by law to pay the Federal minimum. All! they’d have to do is to 
go to the relief rolls for the people who are hoping and praying that an altruistic 
hotel owner will come along and give them a substandard pay job in his hotel. 


APPENDIX 3 


In preparing for these hearings, I reread some of the statements presented to 
your committee last year. I recall to you the following statements by Secretary 
of Labor James P. Mitchell: 

“The amendments of 1949 were not entirely consonant with the overall purpose 
of eliminating substandard living conditions throughout the Nation, since actual- 
ly they reduced and limited the number of workers protected by the minimum 
wage. 
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“Many employees in need of a minimum wage who do not now have it work in 
units of the vast interstate department stores, variety stores, and grocery chains, 
nationwide motion-picture theater chains, interstate hotel systems, and loan 
companies. 

“No sound reason appears why the act should not apply throughout these busi- 
nesses which are controlled on an interstate basis. 

“These multi-State enterprises are basically not local or intra-State in most im- 
portant characteristics, including ownership, control, financing, management, and 
personnel policy. 

“An establishment owned or directly controlled by an interstate chain is a unit 
of an interprise whose operations are in the stream of interstate commerce and 
whose labor standards directly affect interstate standards. The huge size and 
increasingly diversified operations of these enterprises are in a large measure 
dependent upon the rapid and progressive strides made by this Nation in the 
fields of interstate communication and transportation. They are obviously en- 
gaged in commerce affecting more States than one. Such commerce, under the 
Constitution, is appropriate for regulation by the Federal Government.” 


APPENDIx 4 


MOTELS 


The December 24, 1955, issue of the Hotel Gazette has this to say of motels: 

“Most hotel and travel men realized that travel was on the increase in 1955. 

“The year 1956 is one in which most travel experts expect an even further spurt 
of travel. 

“Commercial and resort hotelmen are thankful for the continued travel boom 
for they are able to siphon off a healthy share of the tourist dollar. 

“Knott plans major expansion in motel field. Seven luxury motor hotels 
planned, with first to debut in spring in Williamsburg, Va., reflect industry trend 
as chains shift to capture motor air travel trend. 

“Major operators particularly among the chains are setting their sights on 
motels. Ata fast pace, the past year has seen the buying, building, and leasing of 
motor hotels by several chains—the leaders being Knott, Pick, and Sheraton. 

“Knott will concentrate on luxury motor inns which will have hotel accommoda- 
tions as well as motor units. 

“The attitude of the hotel industry in general is beginning to reflect the feeling 
that motels are indeed a part of one hotel industry: 

“There are over 60,000 motels in the United States now grossing over a billion 
dollars annually.” 


APPENDIX 5 
CHAINS 


The foregoing facts are most pertinent to the question of including hotel work- 
ers under the minimum-wage provisions of the Fair Labor Standards Act. 

For they show one of the greatest changes that has come to the hotel industry 
since the Fair Labor Standards Act was adopted 18 years ago. Even 10 years 
ago, there were no such giant chains of hotels in existence as the Sheraton and 
Hilton, for instance. Today, each of these chairs is a far-flung empire with units 
in many cities not only in this country, but in numerous foreign ones. 

This consolidation of hotels has naturally brought with it hugh wholesale buy- 
ing of supplies and equipment for many or all units in the particular system, with 
goods consequently shipped across many State lines. 

In effect it also transports guests across State lines, that is, through advertis- 
ing and promotion it tries to attract—and does attract—guests from every part 
of the United States. Particularly is this true of hotels in large cities when they 
go anywhere in the 48 States (and the District of Columbia) to induce conven- 
tions to be held in their place. 

Reservation of rooms are now made by central bureaus of a chain or group 
of hotels for any city in which it has units. 

Also it must be noted that in addition to operating hotels, most of the chains 
are also in the rest-estate business in a number of different States. 
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APPENDIX 6 
FACT SHEET FOR NEW YORK HOTEL TRADES COUNCIL, AFL 


The following figures and facts on hotels in the United States come from Survey 
of Current Business, a publication of the United States Department of Commerce, 
Office of Business Economics, Annual Review Number, February 1955 and March 
1956 number. 


Workers employed in hotels and lodging places 
December 1953 . 7 whee ; ‘ 475, 000 
November 1954______- ee 468, 000 
July 1954 ___- no! * 584, 000 
Angust 1955_----- ; 575. 000 


The highest point of the year. 


Average weekly hours per worker 
December 1953 
November 1954 
December 1955_-..-. ~~ 


* The greatest number of hours in the year. 


Average all manufacturing industries 
December 1953 
December 1954_____- 


December 1955 


Average weekly gross earnings per worker, including overtime 


Hotels 


$50.10 for 40 hours ex 


Average hourly gross earnings per worker, including overtime 


TF 


Percentage of 
total oecupied 


Decem her 1953. 2 es 5. 75 ao 


nber 1954... . : — ; : oY 
vember 1054. .............- Saeal a alae i , 71 


Highest in the year. 


Restaurant sales indeg (same month 1929=100) 


RN ak certs sees le i ri ee ee 
December 1954 
May 1954 
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UnITeD States DEPARTMENT OF LABOR 


BuREAU oF LaBorR STATISTICS 


SUMMARY RELEASE—EARNINGS OF HOTEL EMPLOYEES, SUMMER, 1955 


Hotel chambermaids averaged less than $1 an hour in 14 of the 19 cities in- 
cluded in earnings studies of the hotel industry conducted by the United States 
Department of Labor’s Bureau of Labor Statistics during the summer of 1955. 
This group of workers constituted the largest and generally the lowest paid occu- 
pational category among those selected for study. Their average earnings by 
city ranged from 40 cents or Jess an hour in 4 southern cities to $1.27 in San 
Francisco. In Philadelphia and Washington, D. C., chambermaids averaged 
about 80 cents an hour; about 90 cents in Boston, Chicago, and Cleveland; and 
$1 in New York City. 

Men and women dishwashers in most cities received average wages within a 
few cents of those paid to chambermaids. Earnings of men and women elevator 
operators typically exceeded those of chambermaids by amounts ranging from 
5 to 10 cents an hour, Pantrywomen, whose average earnings by city ranged 
from 39 cents an hour in Birmingham to $1.68 in San Francisco, received wages 
Similar to those of elevator operators in many of the cities (table 1). 

Among the men’s jobs studied, earnings were highest for dinner cooks (assist- 
ant chefs). Their average earnings by city ranged from $1.02 an hour in Bir- 
mingham to $2.17 in Boston. They averaged around $1.75 an hour in Buffalo, 
Pittsburgh, and Cincinnati; nearly $2 an hour in Los Angeles, Springfield-Hol- 
yoke (Mass.), New York City, and Seattle; and slightly more than $2 in Chicago, 
Philadelphia, and San Francisco. Dinner cooks in most cities averaged at least 
30 cents an hour more than room clerks. 

Occupational earnings differed not only in terms of average pay levels but 
also in the degree of dispersion of individual earnings. Within each of the 
cities, workers employed in such lower paid occupations as chambermaids, ele- 
vator operators, and dishwashers were generally concentrated within a com- 
paratively narrow earnings range. By contrast, rates for room clerks and dinner 
cooks varied widely. 

Besides money wages, the kitchen and dining room employees customarily re- 
ceive free meals. Cooks, dishwashers, and pantry workers in most of the hotels 
studied were given two meals a day. Maids and elevator operators rarely re- 
ceived these perquisites and only a few hotels provided free meals to room 
clerks. Free lodging for room clerks was reported by a few hotels but the prac- 
tice was not conimon in any city. The amounts for tips and perquisites have 
been excluded from the earnings data in this report. 

New York City (Manhattan) and Chicago, together, accounted for nearly 
half of the 92,000 hotel service employees covered by the study. Considering the 
19 cities as a group, the men hotel employees outnumbered women by a ratio of 
about 5 to 4. Men accounted for about 60 percent of the hotel work force in 
Chicago, New York City, Philadelphia, and San Francisco and women outnum- 
bered men 2 to 1 in Birmingham; in all other cities the ratios of men and women 
were nearly the same. 

The large majority of the elevator operators in Boston, New Orleans, New 
York City, and San Francisco were men; in all other cities women either pre- 
dominated in the job or were employed in about the same proportion as men. 
Men outnumbered women as dishwashers in most northern cities, whereas 
women were primarily employed in these jobs in Atlanta, Birmingham, Houston, 
and New Orleans. 

Hotels having union contract agreements covering a majority of their workers 
employed at least 80 percent of all hotel service employees in each of the cities 
except Atlanta, Birmingham, Houston, and New Orleans; none of the hotels in 
the 4 southern cities reported labor-management contracts covering a majority of 
their workers. Individual hotels in northern cities frequently unite to negotiate 
the provisions of union contracts. The Hotel and Restaurant Employees and 
Bartenders International Union (AFL) and the Building Service Employees In- 
ternational Union (AFL) are the two largest unions in the industry. 

Work schedules of 371% hours a week applied to the majority of the workers 
in Minneapolis and San Francisco and to most of the women hotel workers in 
Buffalo; all hotels in Cleveland reported a 44-hour workweek: and weekly 
schedules of 48 hours were common in Atlanta, Birmingham, Houston, Kansas 
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City, New Orleans, and Washington, D. C. A majority of the hotel workers in 
other cities were employed on a 40-hour workweek schedule. 
Vacations with pay were provided by virtually all of the hotels. The large 
ijority of the workers in nearly all cities were granted a week's vacation after 
1 vear of service and 2 weeks’ after 3 or more years of service (table 2). 
Paid holiday provisions were common in 10 of the 19 cities. A majority of the 
workers in Buffalo, Cleveland, Minneapolis, New York City, and Philadelphia re- 
in- : eived 6 days a year; those in San Francisco, 5 days; those in Springfield 
tes Holyoke (Mass.) and Washington, D. C., 3 days: and those in Chicago and 
OD. Seattle, 2 days. 
A majority of the workers in all cities were employed by hotels providing at 
least a part of the cost of various types of insurance plans. Life, hospitalization, 
and surgical insurance were the most commonly reported types (table 2). Sick- 
eave plans and catastrophe insurance (extended medical coverage) benefits were 
ilso covered in the study but were infrequently found. Philadelphia and San 
Francisco were the only cities in which a majority of the workers were provided 
sick-leave benefits; catastrophe insurance was virtually nonexistent, except in 
Chicago. 

The wage data summarized in this report relate to average straight-time hourly 
earnings, excluding premium pay for overtime and for work on weekends, holi- 
days, and late shifts. Tips and the value of room and board, provided some hotel 
workers, were also excluded. 

The study included year-round hotels employing 51 or more workers. Alto- 
gether, nearly 92,000 workers were covered in the 19 cities studied. The follow- 
ng table indicates the estimated number of hotels and service workers within 
scope of the Bureau's study in each of these cities : 


| Payroll period, 
1955 


July 
Inne 
July 
Jur 
July 
do 
do 
H tor June 
om .ansas City -do 
NP. ‘ ub : August 
aC : ; E faly 
ave y Orleans : June 
w York City. -- ‘ do.. 
rly nil 4 ; ipnia.... ro 
the ield-Holyoke - __- July 
» of an Fri isco. . do 
: ttle : June 
in shington, D. C : July 
im- 


nen Total (19 cities) 


e 


ew Studies were confined to city limits with the following exceptions 
pre- 1 Hollywood; New York City—Borough of Manhattan only; San Fra 
en eattle—King County; Springfield-Holyoke—standard metropolitan area 

: ? Includes only establishments employing 51 or more workers. 
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ATLANTA, GA., AREA, PAYROLL PERIOD JULY 1955 


Estimated 

total In Actually 
industry strert tet 
and area | 


Number of establishments with 51 or more workers__ 
[otal employment in these establish ments 


Hotels (average hourly earnings for selected occupations) * 


Number of workers receiving straight-time hourly 
earnings of 


$0.35 and under $0.40 | 


Occupation and sex 


inder $0.85 


and under $0.35 | 
and under $0.70 


+ 
) 


30 
$0.6! 


« 
. 


Average hourly earnings * 


Number of workers 
$0.40 and under $0.45 | 
$0.45 and under $0.50 
$0.50 end under $0.55 
$0 35 end under % 60 
$0.60 and unde . $0.65 | 


$0.80 and 


$0.25 and under $0.30 | 
$0. 


} 
} 


MEN 


Cleaners, lobby-.--- 

Clerks, room___. 
ishwashers.- 

Housemen. 


WOMEN 


Jish washers_-------- 

Elevator operators, pas- i 
senger s anieedial SN ‘ ne 4 45 

Maids, chamber. - - -- / 308 . 3B | 132 |147 

Pantrywomen. .-. . ae 19 . 5 inva 6 | 


Number of workers receiving str 
earnings of 


0) 


$1.15 and under $1.20 


Occupation and sex 


$0.90 and under $0.95 | 
$0.95 and under $1.00 
$1.00 and under $1.05 


Average hourly earnings ? 


$1.35 and under $1.40 
$1.40 and under $1 


$1.10 and under $1.15 
$1.20 and under $1.25 
$1.25 and under $1.30 
$1.30 and under $1.35 


} 
| 
| 
} 
; 
| 
| 
} 
} 


Number of workers 
$1.05 and under $1.10 | 


MEN 


Cleaners, lobby - -- -- -- 
Clerks, room. -....---- 

Jishwashers- - ..-.---.--- 
Housemen__.-..-.----- 


34 | $0.55 
‘ 1, 35 
41 

- 56 | 


WOMEN 
' 


ishwashers. . - .- -- ‘ ese 
Elevator operators, passenger 
Maids, chamber_-- easucen 
Pantrywomen..---- 


oa 
| 
feasted 


Pg 
cent 


| 
| 


| 

| 

| . 

j q 
i ae 
| ° 

' 


' 

| 

-| 
a eae le le 


rhe study covered year-round hotels (group 701! as defined in the 1949 edition of the Standard Indu 
assification Manual prepared by the Bureau of the Budget) employing 5! or more workers 
Earnings data exclude tips and the value of free room and board, if any. 
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Wage and related practices (based on predominant provisions in reporting 
establishments )* 


| 
| Percent of total plant 
| employment 


l nsncnniapncassapalllcnasiitis 


| 2dshift | 3d or other 
| hi 


comeetiieiinl ecmnnte- 


(A) Shift differentials (plant workers 


All workers. _-. - ---- SReSSSTSIGIETSCASS SECTS UTS ES Scesssex 


(a) 2 orkers in establishments wowing gue isiens for late shifts } 
With shift differentials” _ _- 
With no shift differentials -_ -__- 
(b) Workers employed on late shifts: 
Recetving shift differentials 
Receiving no shift differentials... ............_-- 





Percent of total plant 
employment 


Women 


— 


All workers 


48 hours - - 








Percent of total 
employment 





All workers__-. 


Receiving paid holidays- ---- ach 
2 day ico fe 


Percent of total 
employment 
(D) Health, insurance, and pension plans , 


|\—-—-—-— 


Plant Office 


| 
} 





DI IRIIING ik. ei es wd deep etitnenedecas oe pei Ment aber apiaedetatibemehers 


Workers in establishments providing: 

Life insurance 

Accidental death and dismemberment... -_..........-.-.----.------------ 

Sickness and accident : 

Sick leave (full pay and no waiting period) --.-...-.....-.-----------..-- 

Sick leave (part pay or waiting period) - - 

Hospitalization 

Surgical 

Medical. - 

Catastrophe ee Te ed 
tirement pension plan. ---.-- Le eae 
ealth, insurance, or pension plan. not listed above. 

No health, insurance, or pension plan 





Footnotes at end of table; 
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Wage and related practices (based on predominant provisions in reporting 
establishments) ‘—Continued 


Percent of total 
employment 
E) Vacation policies ¢ 


Plant Office 


All workers 


After 1 year of service 
Workers in establishments having paid vacations 

1 week 

2 weeks ___ 

Workers in establishments hav ing no paid vacations 
after 3 years of service: 
W orkers in establishments having paid vacations 

} week __ _. ; a ‘ 

Over 1 and under 2 weeks_- 

2 weeks . 
W orke rs in establishments hav ing no ‘paid vacations 
After 5 years of service: 

Ww ‘orkers in establishments having -“ vacations... . 

1 week j : 

Over 1 and under 2 weeks_- 

2 weeks____ 

Over 3 and under 4 weeks___- a 
Workers in establishments having no paid vacations... 
After 15 years of service: 

Workers in establishments having ieee vacations 

1 week __- nea 

Over 1 and under 2 weeks 

2 weeks. ___. 

4 weeks .__ 

Workers in establishments hav ing no paid vacations 


Atlanta (city limits only). 
2 Data not collected. 
’ Shift differential payments not provided by any of the hotels studied 
‘In the tabulations by years of service, payments other than “‘length-of-time,” such as percentage of 
annual earnings or flat sum payments were converted to an equivalent time basis; for example, 4 payment 
of 2 pe rcent of annual earnings was considered as 1 week's pay. 
Less than 2.5 percent. 


_ NoTE.—Due to rounding, sums of individual items do not necessarily equal totals. Similar studies 
have been made in Birmingham, Ala.; Houston, Tex.; and New Orleans, La. Data are available on 
request. 


NOTES 


- following notes describe some of the important characteristics of the material summarized in this 
release. 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips, 
and allowances for room or board or other payments in kind are excluded. Cost-of-living bonuses aré 
considered as part of the workers’ regular pay. Hourly earnings reported for salaried workers are derived 
from regular salaries divided by the corresponding standard hours of work. The wages of learners, ap- 
prentices, and handicapped workers are excluded from data for selected occupations but are included in 
the total when data are presented for all plant workers, men or women. The occupational classifications 
are based on written job descriptions that are available on request. 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the 
number of workers reported refers to those employed on all shifts. Furthermore, all employment esti- 
mates presented refer to the estimated total in all establishments in the industry and area, excluding only 
those below the minimum size studied. Generally, a greater proportion of large than of small establish- 
ments is studied. Each group of establishments of a certain size, however, is given its proper weight in 

he combination of data. 

3 Shift differential data are presented in terms of (a) establishment policy, and (5) workers actually 
employed on late shifts at the time of the survey. An establishment was considered as having a policy if 
it met any of the following conditions: (1) Operated late shifts at the time of the survey; or (2) had forma] 
provisions covering late shifts. 

4. Information on wage practices other than shift differentials is presented in terms of the proportion 
f workers employed in offices or plant departments that observe the practice in question. These sum- 
maries are limi to formal arrangements. Tabulations of paid holidays (table C) are further limited to 
full-day holidays. Data presented for health, insurance, and pension plans (table 1) are confined to those 
for which at least a part of the cost is borne by the employer and exclude seeial security and workmen’s 
compensation. 

The data on scheduled hours refer to the work schedules of full-time employees during the period 
studied. a schedules may be either longer or shorter than the hours beyond which premium over- 
ume is pe 
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BIRMINGHAM, ALA., AREA, PayRoLt PeRiop JuNE 1955 
Serial No. 667. 


Estimated 

totalin | Actually 
industry | studied 
and area 


Number of establishments with 51 or more workers. 
Total employment in these establishments 


Hotels (average hourly earnings for selected occupations) * 


| r P : 
Number of workers receiving straight-time hourly 
earnings of — 


$0.60 and under $0.65 | 


$0.75 and under $0.80 


Occupation and sex 


$0.65 and under $0.70 


Average hourly earnings ? 


$0.30 and under $0.35 | 
$0.55 and under $0.60 


$0.40 and under $0.45 
$0.45 and under $0.50 


$0.80 and under $0.85 


$0.25 and under $0.30 
$0.50 and under $0.55 


Number of workers 


Under $0.25 
| $0.70 and under $0.75 


| 
i 
| 
' 


Cleaners, lobby -_--- 
Clerks, room co 
Dinner or second cooks - - - 
Dishwashers. sae 


WOMEN 


Dishwashers-. - 

Elevator operators, passen- | 
ger__- cooeen| = | . --| ~-|-- : : are 
laids, chamber -- ml S | 

Pantrywomen_-. Seiad f ee ened: om | 4 ) | ios TR ce 

—oooEEEEE==EEEE——_—_—_— ——————S—=> ———— — = — — SN 





Number of workers receiving straight-time hourly 
earnings of— 


| 
— 


$0.90 and under $0.95 


$1.00 and under $1.05 


Occupation and sex 


$1.15 and under $1.20 | 
$1.20 and nadie $1.25 
$1.25 and under $1.30 
$1.30 end ander $1.35 
$1.35 and under $1.40 | 


$1.05 and under $1.10 | 
$1.10 and under $1.15 


$0.95 and under $1.00. 
$1.40 and under $1.45 


MEN 


Number of workers 


Cleaners, lobby -..--- 
Clerks, room. 

Dinner or second cooks- --- 
Dish washers. 


WOMEN 


Dishwashers 
£ levator operators, passenger.... 
Maids, chamber | 7 dikes 
Pantrywomen -39 | .-- -| “we 
; i ' 

i The study covered year-round hotels (group 7011 as defined in the 1949 edition of the Standard Indus 
trial Classification Manual prepared by the Bureau of the Budget) employing 51 or more workers. 

2 Earnings data exclude tips and the value of free room and board, if any. 
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Wage and related practices (based on predominant provisions in reporting 
establishmente) * 


Percent of total plant 
employment 
(A) Shift differentials (plant workers 7 | 
2d shift ! 3d or other 
; shift 


BE WOE, nattetncccnnecute 


1.0 
(a) Workers in establishments having provisions for late shifts: 
With shift differentials 
With no shift differentials 
(») Workers employed on late shifts: 
Receiving shift differentials 
Receiving no shift differentials... -- 





Percent of total plant 
employment 





Men Women 


$0.80 and under $0.85 


All workers_._- 


100 
48 hours. -- 


Percent of total 
employment 


Plant Office 


All workers.._- 


Receiving paid holidays. 
3 days. 
4 days... 


Receiving no paid holidays 


Percent of total 
employment 


Office 


(D) HEALTH, INSURANCE, AND PENSION PLANS 
OD I trecinicnns 


Workers in establishments providing: 
Life insurance 
Accidental death and dismemberment__- 
Sickness and accident. ---._-_- 
Sick leave (full pay and no waiting pe riod) - 


Sick leave (part pay or waiting period) .............__- 
pr wremrme-nrvenmnermranns Fe See eelen oes 
— | eit ep lalion 


| $1.40 and under $1.45 


| 


Catastrophe ei 
Retirement pension plan 


Health, insurance, or pension plan not listed above____ 
No health, insurance, or pension plan__--........___- 


Footnotes at end of table. 


——_— 


Indus 
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Wage and related practices (based on predominant provisions in reporting 
establishments ) *—Continued 


Percent of total 
employment 


Plant Office 


(E) VACATION POLICIES * 


All workers... __ 


After 1 year of service 
Workers in establishments having paid vacations 
1 week ; . 
Workers in establishments having no paid vacations 
After 3 years of service: 
Workers in establishments having paid vacations 
1 week 
Over 1 week and under 2 weeks 
2 weeks__ : 
Workers in establishments having no 
After 5 years of service: 
Workers in establishments having paiu 
1 week_____ 
2 weeks___ 
Workers in establishments having no paid vax 
After 15 years of service: 
‘ Workers in establishments having paid vacations 
1 week____. 
2 weeks__ : ; ; : 
Workers in establishments having no paid vacations 


' Birmingham (city limits only). 

? Data not collected. 

3 Shift differential payments not provided by any of the hotels studies. 

In the tabulation by years of service, payments other than “‘length-of-time,’’ such as percentage of 


annual earnings or flat-sum payments, were converted to an equivalent time basis for example, a payment 
of 2 percent of annual earnings was considered as 1 week's pay 


NoTE.— Due to rounding, sums of individual items do not necessarily equal totals. 
have been made in Atlanta, Ga.; Houston, Tex.; and New Orleans, La 


‘4 


Similar studies 
Data are available on request. 


NOTES 


The following notes describe some of the important characteristics of the material summarized in this 
release. 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips, 
and allowances for room or board or other payments in kind are excluded. Cost-of-living bonuses are 
considered as part of the workers’ regular pay. Hourly earnings reported for salaried workers are derived 
from regular salaries divided by the corresponding standard hours of work. The wages of learners, ap- 
prentices, and handicapped workers are excluded from data for selected occupations but are included in 
the total when data are presented for all plant workers, men or women. ‘The occupational classifications 
are based on written job descriptions that are available on request. 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the 
number of workers reported refers to those employed on all shifts. Furthermore, all employment esti- 
*mates presented refer to the estimated total in all estabkshments in the industry and area, excluding only 
those below the minimum size studied. Generally, a greater proportion of large than of small establish- 
ments is studied. Each group of establishments of a certain size, however, is given its proper weight in 
the combination of data. 

3. Shift differential data are presented in terms of (a) establishment policy, and (6) workers actually 

.employed on late shifts at the time of the survey. An establishment was considered as having a policy 1! 
it met any of the following conditions: (1) Operated late shifts at the time of the survey, or (2) had formal 
provisions covering late shifts. 


4. Information on wage practices other than shift differentials is presented in terms of the proportiot 
I 


of workers employed in offices or plant departments that observe the practice in question. These sum- 
maries are limited to formal arrangements. Tabulations of paid holidays (table C) are furtner limited to 
full-day holidays. Data presented for health, insurance, and pension plans (table D) are confined to those 
for which at least a part of the cost is borne by the employer and exclude social security and workmen's 

compensation. 
5. The data on scheduled hours refer to the work schedules of full-time employees during the period 


studied. ‘These schedules may be either longer or shorter than the hours beyond which premium over- 
time is paid. 
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Boston, Mass., AgngA, PayYRoit Perion 1955 
Serta] No 461 


Number of establishments with 51 or more workers 
Total employment in these establishments 


Hotels* 


Number of workers receiving straight-tir 


hourly earnings of 


Oceupation and sex 


nder $1.00 


75 
md t 


Y, 


Average hourly earnings ? 
$0.75 and under $0.80 


Number of workers 
$0.80 and under $0.85 
$0.90 and under $0.95 


Under $0 


“ 


$0.85 and under $0.90 


$1.00 and under $1.05 


MEN 


Cleaners, lobby 

Clerks, room are” 

Dinner or second cooks 

Dishwashers — 

Elevator operators, pas- 
enger 

Housemen 

Pantrymen 


WOMEN 
Dishwashers. 


Maids, chamber - 
Pantrywomen...- 


| 
5 | 
} 
oo 
10 
‘ 


> 
) 
> 


Occupation and sex 


rly earnings ? 


O and under $1.80 
ler $2.00 


OO and under $: 
430 and under $2.4 


.10 and under $ 


Number of workers 
and under $ 


$1.35 and under $1.40 
1.40 and undef $1.4 

$1.50 and under $1.60 

$1.60 and under $1.70 


$1.45 and undef $1.50 
$1.80 and under $1 


Average ho 
$1.90 and un 


$ 

$1 
$2 
@9 
de 
ao 
s2 


MEN 


aners, lobby 

rks, room 

nner or second cooks 
hwashers ‘ 

itor operators, pas- 

enger 

/USsemen 
intrymen 


WOMEN 


hwashers 
iids, chamber 


ilrywomen 


[he study covered year-round hotels (SIC 7011 as defined in the 1949 edit 
Classification Manual prepared by the Bureau of the Budget) employing 51 or 
? Excludes premium pay for overtime and for work on weekends, holidays, 
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Wage and related practices (based on predominant provisions in reporting 
establishments) * 


Percent of total plant 
employment 


(A) Shift differentials (plant workers) oe oo 


2d shift 3d or other 
renee shift 


All workers 
(a) Workers in establishments hav ring prov isions for late shifts: _ 
With shift differentials. ___-- seca (2) 
With no shift differentials. _- peices patton te F ; (?) 
(>) Workers employed on late shifts: 
ON A LLL TA = (3) 
Receiving no shift differentials neni niet (8) 


Percent of total plant 


employment 


Men Women 





smaevenets aad cope 


ities ee Se ee ee og 100 | 
- 
' 


Percent of total 
employment 


40 hours 
48 hours 


95 
5 








All workers 


Receiving paid nantage 
6 days ss 

8 days 

ti days 


Persons of total 
employment 
(D) Health, insurance, and pension plans 


Office 


a ya ee ae i Si ta atenieen . 


Workers in establishments providing: 
Life insurance. 
Accidental death and dismemberment 
Sickness and accident - - -- 
Sick leave (full pay and no waiting period) - - 
Sick leave (part pay or waiting period) 
Hospitalization 
Surgical 
Medical. 
Catastrophe insurance.............--.-- 
Retirement pension plam---._.........-.----- s anadcalin desma 
Health, insurance, or pension plan not listed above. 
No health, insurance, or pension plan_--.-- 





Footnotes at end of table. 
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Wage and related practices (based on predominant provisions in reporting 
establishments) *—Continued 


Percent of total 
employment 


(E) Vacation policies 


Plant Omi 


BD WN iciicrnrnnescbstieue 


After 1 year of service: 
Workers in establishments having paid vacation__. 
1 week alls : ; ; 
2 weeks : 
Workers in establishments having no paid vacations 
After 3 years of service: 
Workers in establishments having paid vacations. 
2 weeks Codi atncall 4 ; 
Workers in establishments having no paid vacations 
After 5 years of service: 
Workers in establishments having paid vacations 
deat anegen : ; 
Workers in establishments having no paid vacations___- 
\fter 15 years of service: 
Workers in establishments having paid vacations 
2 weeks a a. 7 
Workers in establishments having no paid vacations _. 


1 Area coverage limited to the city limits, 

1 Data not collected. 

2 Shift differential payments not provided by any of the hotels studied. 
4 Less than 2.5 percent. 

NOTES 


The following notes described some of the important characteristics of the material summarized in this 
release. 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips, 
ind allowances for room or board or other payments in kind are excluded. Cost-of-living bonuses are con 
sidered as part of the workers’ regular pay. Hourly earnings reported for salaried workers are derived from 
regular salaries divided by the corresponding standard hours of work. The wages of learners, apprentices, 
and handicapped workers are excluded from data for selected occupations but are included in the total 
when data are presented for all plant workers, men or women. The occupational classifications are based 

n written job descriptions that are available on request. 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the number 
{ workers reported refers to those empImyed on all shifts. Furthermore, all employment estimates presented 
refer to the estimated total in all establishments in the industry and area, excluding only those below the 
minimum size studied. Generally, a greater proportion of large than of small establishments is studied. 
Each group of establishments of a certain size, however, is given its proper weight in the combination of data. 

3. Shift differential data are presented in terms of (a) establishment policy, and (/) workers actually em- 
ployed on late shifts at the time of the survey. An establishment was considered as having a policy if it 
met any of the following conditions: (1) Operated late shifts at the time of the survey, or (2) had formal 
provisions covering late shifts. 

4. Information on wage practices other than shift differentials is presented in terms of the proportion of 
workers employed in e@ffices or plant departments that observe the practice in question. Due to rounding, 
sums of individual items do not necessarily equal totals. Tabulations of paid holidays (table C) are further 
limited to full-day holidays. Data presented for health, insurance, and pension plans (table D) are confined 
to those for which at least a part of the cost is borne by the employer and exclude social security and work- 
men’s compensation. In the tabulations of vacation policies by years of service (table E), payments not on 
i time basis were converted; for example, a payment of 2 percent of annual earnings was considered as the 
equivalent of 1 week’s pay. 

5. The data on scheduled hours refer to the work schedules of full-time employees during the period 
studied. These schedules may be either longer or shorter than the hours beyond which premium overtime 
is paid. 
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Burrawo, N. Y., Akea, PAYROLL Periop JuNE 1955 
Serial No, BUF-141 


Estimated 

total in in- Actuall y 

dustry and studied 
area 


Number of establishments with 51 or more workers 
Total employment in these establishments 


Hotels? 


| Number of workers receiving straight-time hourly earnings 
of 


0 
5 


30 


Occupation and Sex 


and under $0.80 


v0 


78 


Average hourly earnings ? 
$0.70 and under $0.75 
$0.80 and under $ .85 
$0.85 and under $0.90 

25 and under $1 


$0.90 and under $0.9. 
$0.95 and under $1.00 
$1.00 and under $1.05 


Number of workers 

$1.05 and under $1.10 
$1.10 and under $1.15 
$1.15 and under $1.20 
$1.20 and under $1.25 


$0.65 and under $0. 


* ) 


MEN 


Cleaners, lobby 

Clerks, room 

Dinner or second cooks. -- 

Dishwashers 

Elevator operators, passen- 
ger 

Housemen 


WOMEN 

Clerks, room_--.----- 

Dishwashers. -- --- -- } 

Elevator operators, passen- | 
ger-__- | 

Maids, chamber 

Pantrywomen.. 





Number of workers receiving straight-time hourly earnings 
of— 


$1.35 and under $1.40 | 


j 
| 
| 
{ 


1.55 | 
| $1.60 and under $1.65 | 


$1.45 and under $1.50 


— 


$1.70 and under $1.75 


Occupation and Sex 


5 and under $1.80 


Average hourly earnings ? 


"$1.30 and under $1.35 


$1.40 and under $1.45 | 
$1.90 and under $1.95 | 


Number of workers 
$1.55 and under $1.60 
$1.65 and under $1.70 


$1.50 and under $ 


$1. 
$1.80 and under $1.85 





| 
: 
| 
| 
|e 


| $1.85 and under $1.90 | 


| 
| 


MEN 


Cleaners, lobby--- 

Clerks, room. : 

Dinner or second cooks. -- 

Dishwashers | 

Elevator ne passen- t 
ger ‘ 

Housemen.- - 


WOMEN 


Clerks, room-.-- 3 .18 | 

Dishwashers 

Elevator operators, passen- | 
37 - 92 

Maids, chamber_. 338 

Pantrywomen.- , 69 . 90 . 





i The study covered year- round hotels (SIC. 7011 as defined in the 1949 edition of the Standard Indus- 
trial Classification Manual prepared by the Bureau of the Budget) employing 51 or more workers. 

2 Earnings data exclude tips and the value of free room and board, if any; also excluded are premium pay 
for overtime and for work on weekends, holidays, and late shifts. 
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Wage and related practices (based on predominant provisions 
establishments)" 


A WORE, co ctactue a 


a) Workers in establishments having provisior 
With shift differentials 
With no shift ditferentials 
\ orkers employed on late shifts 
Receiving shift differentials 
Receiving no shift differentials 


B) Scheduled weekly hours (1st shift plant workers 
I 


workers 


7.5 hours 
4) hours 
44 hours 
hours 
4s nours 


employ 
Paid holidays 


Plant 
Al] workers__.- j ~ 
Receiving paid holidays 
6 days 
Receiving no paid holidays 


Percent of 


em loy ibe 


(D) Health, insurance, and pension plans 


Plant Office 


All workers__.- 


Workers in establishments providing: 
Life insurance - Ae iieantecoein 
Accidental death and dismemberment__- 
Sickness and accident -_—.___- ; 
Sick leave (full pay and no waiting period ) 
sick leave (part pay or waiting period) -- 
Hospitalization _- 
Surgical 
Medical 
Catastrophe insurance __- 
Retirement pension plan 
Health, insurance, or pension plan not listed above 
No health, insurance, or pension plan__-- 


$1.90 and under $1.95 | 


| 


Footnotes at end of table. 


.dus- 


| pay 
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Wage and related practices (based on predominant provisions in reporting 
establishments )'—Continued 


Percent of total 


employment 
(E) Vacation policies 


Plant | Office 


All workers 


After 1 year of service: 
Workers in establishments having paid vacations 
1 week. 
2 weeks____ 
Workers in establishments having no paid vacations 
After 3 years of service: 
Workers in establishments having paid vacations. 
POON © Ge GOT © GIs oo ceccnereceeeee inhinuinamacmmiel 
2 weeks___- 
Workers in establishments hav ing | no paid vacations... 
After 5 years of service: 
Workers in establishments having paid vacations 
Over 1 and under 2 week 
2 weeks._.__- 
Workers in establishments hav ing | no ‘paid vacations 
After 15 years of service: 
Workers in establishments having OR PR eee ceccaceee a 
Oe ee I a i nrcnenrgss ected nies nchiessinecles ine ninisnenlnescenil 
2 weeks___. ; i 
Workers in establishments hav ing no paid vacations..................... 





* Area coverage limited to city limits. 
2 Data not coll cted. 
3 Only 1 of the 8 hotels studied provided shift differential pay, limited to dinner or 2d cooks. 
« Less than 2.5 percent. 
NOTES 


— following notes describe some of the important characteristics of the material summarized in this 
release. 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but. nonproduction bonuses, tips, 
and allowances for room or board or other payments in kind are excluded. Cost-of- living bonuses are con- 
sidered as part of the workers’ regular pay. Hourly earnings reported for salaried workers are derived from 
cegular salaries divided by the — nding standard hours of work. The wages of learners, apprentices, 
and handicapped workers are excluded from data for selected occupations but are included in the total 
when data are presented for all plant workers, men or women. The occupational classifications are based 
on written job descriptions that are available on request. 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the number 
of workers reported refers to those employed on all shifts. Furthermore, allemployment estimates presented 
refer to the aaanee total in all establishments in the industry and area, excluding only those below the 
minimum size studied. Generally, a greater proportion of large than of small establishments is studied. 
Each group of establishments of a certain size, however, is given its proper weight in the combination of data. 

3. Shift differential data are presented in terms of (a) establishment policy, and (6) workers actually em- 
ployed on late shifts at the time of the survey. An establishment was considered as having a policy if it 
met any of the following conditions: (1) Operated late shifts at the time of the survey, or (2) had formal 
provisions covering late shifts. 

4. Information on wage practices other than shift differentials is presented in terms of the proportion of 
workers employed in offices or plant departments that observe the practice in question. Due to rounding, 
sums of individual items do not necessarily equal totals. Tabulations of paid holidays (table C) are further 
limited to full-day holidays. Data presented for health, insurance, and pension plans (table D) are confined 
to those for which at least a part of the cost is borne by the employer and exclude social security and work- 
men’s compensation. In the tabulations of vacation policies by years of service (table E), payments not on 
a time basis were converted; for example, a payment of 2 percent of annual earnings was considered as the 
equivalent of 1 week’s pay. 

5. The data on scheduled hours refer to the work schedules of full-time employees during the period 
studied. These schedules may be either longer or shorter than the hours beyond which premium overtime 
is paid. 
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Curcaoo, Itt., AREA, PAYROLL Periop Jury 1955 
Serial No. 7784. 


Estimated 

total in in Actual! 

lustry and studied 
rea 


Number of establishments with 51 or more workers. 
Total employment in these establishments 


Hotels* 


Number of workers receiving straight-time hourly 
of— 


wm 
“ 


| $0.80 and under $0.85 | 


} 


l ) 


$0.95 and under $1.00 
r $) 


Occupation and sex 


and under $1.2) 


75 
» 


1! 


Average hourly earnings ? 
and under $0.80 | 


$0.85 and under $0.90 | 
$0.90 and under $0.95 
$1.00 and under $1.05 
$1.10 and under $1.15 


$0. 


$1 


andi under $1 
$1.35 apd wader $1.40 


MEN 
Cleaners, lobby 
Clerks, room_.- 
Dinner or second cooks. .-.- 
Dishwashers-___----- a4 
Elevator ee passen- | 
ger... ‘ 
Housemen 
Pantrymen_-.- 


WOMEN 


Cleaners, lobby 
Clerks, room_-.--_- eo ; 
Dishwashers. -_- 32 | . 97 12 
Elevator operators, passen- 

ger. ; 4 
Maids, chamber ___ 7 4 4 |168 |385 |1209 | 
Pantrywomen | -03 |- | 20; 4 


Number of workers receiving straight-time hourly earnings 


0 


! 
| 


$1.50 and under $1.60 | 


Occupation and sex 


$1.70 and under $1.80 | 


der $2.1 


and un 


50 and under $2.40 


o 


| $1.80 and under $1.90 
$1.90 and under $2.00 


$2.30 and under $2.40 
$2.40 and under $2.4 
$2.60 and over 


$1.40 and under $1.50 | 
$1.60 and under $1.70 | 
$2.20 and under $2.30 


Number of workers 
Average hourly earnings ? 


$2.10 and under $ 


$2.00 
$2 


| 
| 
| 
| 





MEN 


Cleaners, lobby.........----] 161 | $1.16 
Clerks, room 144; 1.57 | 
Dinner or second cooks_____| 54 2.05 | 
Dishwashers... | 365 - 96 | 
Elevator operators, passen- | | 
ger. mh 247 | .13 
Housemen | 404 | .07 
UR ad 47 01 


WOMEN 


Cleaners, lobby------------- 193 - 99 
Clerks, room.......__.-- 52 . 24 
Dishwashers ; 132 .97 
Elevator operators, passen- 

ger. a x 212 1.16 
Maids, chamber___-_____- 1, 767 92 |. 
P: antrywomen . 194 1.03 | 


i The study covered year-round hotels (SIU 7011 as defined in the 1¥4¥ ecition of the standard Industs “hab 
Classification Manuals prepared by the Bureau of the Budget) employing 51 or more worker 

2 Excludes premium pay for overtime and for work on weekends, holidays, and late shif ts; ilso, earnings 
data exclude tips and the value of free room and board, ifany. 
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Wage and related practice (based on predominant provisions in reporting 
establishments) * 


Percent of total plant 
employment 


(A) Shift differentials (plant workers 
°d shift 3d or other 
shift 


All workers 


1) Workers in establishments having provisions for late shifts 
With shift differentials ~ 
With no shift differentials 
Workers employed on late shifts 
Receiving shift differentials 
Receiving no shift differentials 


; 


Percent of total plan 
: employment 
(B) Scheduled weekly hours (Ist shift plant workers 


Men Wome 


All workers 


#0 hours 
44 hours 
48 hours. 


Percent of total 
employment 
(C) Paid holidays 


Office 


All workers __.. ‘ 100. 0 


Receivine paid holidays - 4 
2 days ow . é ae 92 
(; days : ‘ inn ‘ ‘see 4) 

Receiving no paid holidays ; 6 


Percent of total 
; employment 
(D) Health, insurance, and pension plans 


Plant Office 


All workers. -.--- : . =— 


Workers in establishments providing: 
Life insurance 
Accidental death and dismemberment 
Sickness and accident mn 
Sick leave (full pay and no waiting period) 
Sick leave (part pay or waiting period) 
Hospitalization_ - 
Surgical 
Medical 
Catastrophe insurance 
Retirement pension plan 
Health, insurance, or pension plan not listed above 
No health, insurance, or pension plan___..---.-- 


Footnotes at end of table. 





AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


Wage and related practices (based on predominant provisions in repo 
establishments )’'—Continued 


Vacation polick 


workers 


1 year of service 
Workers in establishments having paid vacation 
l week 
2 weeks 
Workers in establishments having no paid vacatior 
’ years of service 
Workers in establishments having paid vacatior 
2 week 
Workers in establishments having no paid vacations 
CTV ice 
éstablishments having paid vacations 


establishments having no paid vacations 
yf service 


in establishments having paid vacation 


3 week 
Vorkers in establishments having no paid vacation 


rea coverage limited to the city limits. 
tu not collected 
ift difierential payments not provided by any of th 
ss than 2.5 percent 
NOTES 


following notes described some of the important characts 


Unless designated otherwise the wages reported represent 
um overtime payments and shift differentials Incentive | 
ework, production bonuses, and commission systems are inc] 
sllowances for room or board or other payments in kind are ex 
ed as part of the workers’ regular pay. Hourly earnings req 
gular salaries divided by the corresponding standard hours 
iandicapped workers are excluded from data for selecte« 
1 data are presented for all plant workers, men or women 
tten job descriptions that are available on request. 
2. Although the earnings presented for an occupation exclude differen 
rkers reported refers to those employed onallshifts, Furthermor 1] 
r to the estimated total in all establishments in the industry and are 
mum size studied. Generally, a greater proportion of large tha 
h group of establishments of a certain size, however, is given its proper v 
Shift differential data are presented in terms of (a) establishment pol 
d on late shifts at the time of the survey. An establishment wa 
ny of the f-llowing conditions: (1) Operated late shifts at the 
isis covering late shifts. 
+. Information on wage practices other than shift differentials is pre 
rkers employed in offices or plant departments that observe the prac 
s of individual items do not necessarily equal totals. Tabulations of paid 
ted to full-day hclidays. Data presented for health, insurance, and pensi 
se for which at least a part of the ccst is borne by the employer and exclutle 
scompensation. In the tabulations of vacation policies by years of service 
time basis were converted; for example, a payment of 2 percent of annual ear 
juivalent of 1 week's pay. 
5. The data on scheduled hours refer to the work schedules of full-time 
idied. These schedules may be either longer or shorter than the hours be 
sid. 


i 
i 
A 
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CINCINNATI, OHIO, AREA, PaYRroui. Periop Jury 1955 
Serial No. 7785. 


Estimated 
total in Actually 
industry | studied 

| and area 


Number of establishments with 51 or more workers _- 8 | 
‘Total employment in these establishments -. _- 3, 235 | 


Hotels? 


| Number of workers receiving straight-time hourly earnings 
} of- 2 


75 
| 
| 
} 


$0.95 and under $1.00 


Occupation and sex 


$0.75 and under $0.80 
$1.25 and under $1.30 


0 and under $0. 


Average hourly earnings ? 
7 


Number of workers 
$0.80 and under $0.85 
$0.90 and under $0.95 
$1.00 and under $1.05 
$1.05 and under $1.10 
$1.10 and under $1.15 
$1.15 and under $1.20 
$1.20 and under $1.25 | 


Under $0.70 


$0. 


| $0.85 and under $0.90 


| 
j 
| 
| 
| 
j 
i 


MEN 


Cleaners, lobby----- 
Clerks, room 

Dinner or second cooks... 
Dishwashers. 

tlousemen 





WOMEN 


Dishwashers : 
Elevator operators, passen- 
inal ‘ ‘ 7 ‘ ; 78 | 
Maids, chamber 3 | 
Pantrywomen. - eee 7 ie 33 





Number of workers receiving straight-time hourly earnings 
of— 





Occupation and sex 


Average hourly earnings ? 


$1.45 and under $1.50 
$1.55 and under $1.60 | 


Number of workers 
$1.50 and under $1.55 


| $1.90 and over 


$1.30 and under $1.35 
$1.35 and ander $1.40 
| $1.40 and ander $1.45 
$1.60 and under $1.65 
$1.65 and under $1.70 | 
$1.70 and under $1.75 
. $1.7 and ender $1.80 
$1.80 and under $1.85 
$1.85 and ander $1.90 | 





MEN 


| 
ai 
| 


Cleaners, lobby 

Clerks, room iteiladd 
Dinner or second cooks _._--- 
Dishwashers_. 

Housemen.-. 








WOMEN 


Dishwashers - . einai 
Elevator operators, passen- | 

sti - 78 | . 97 
Maids, chamber 204 | . 89 
Pantrywomen. .--_-------- 49 | . 98 


' The study covered year-round hotels (SIC 7011 as defined in the 1949 edition of the Standard Industrial 
Classification Manuals prepared by the Bureau of the Budget) employing 51 or more workers. ( 

* Excludes premium pay for overtime and for work on weekends, holidays, and late shifts; also, earnings 
data exclude tips and the value of free room and board, if any. 
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Wage and related practices (based on predominant provisions in reporting 
establishments) * 


(A) Shift differentials (plant workers 


All workers--. 


Workers in establishments having provisions for late shifts 
With shift differentials - -. 
With no shift differentials _ - 
5h) Workers employed on late shifts 
Receiving shift differentials 
Receiving no shift differentials. __. 


Percent of total pl 
em yinent 


(B) Scheduled weekly hours (Ist shift plant workers 


All workers 


$1.25 and under $1.50 | 


4) hours. 


(C) Paid holidays 


Oe I kiciiinchis niemtttinentinmncininne 


Receiving paid holidays------ 
6 days 
Receiving no paid holidays__ 


Percent of total 
employment 
(D) Health, insurance, and pension plans 


Plant Office 





Le I Be ec edchnbiheineds 


Workers in establishments providing: 
Life insurance - --- 
Accidental death and dismemberment .__- 
Sickness and accident -_--_-_- 
Sick leave (full pay and no waiting period) . - : 
Sick leave (part pay or waiting aw 
Hospitalization - 
Surgical 
Medical -- - 
Catastrophe insurance _. 
Retirement pension plan--_-_-- 
Health, insurance, or pension plan. not listed above-_- 
No health, insurance, or pension plan 


$1.90 and over 


veshanies at end of table. 


—— 


trial 


ings 


78155—_56——32 
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Wage and related practices (based on predominant provisions in reporting 
establishments ‘\—Continued 


Percent of total 
employment 
tion policies 


Plant 


All workers 


After 1 year of service 
W orkers in establishments having paid vacations 
l week 
2 weeks 
Workers in establishments having no paid vacations 
After 3 years of service 
Workers in establishments having paid vacations 
2 weeks 
Workers in establishments having no paid vacations 
After 5 years of service: 
Workers in establishments having paid vacations 
2 weeks 
Workers in establishments having no paid vacations 
After 15 years of service 
Workers in establishments having paid vacations 
2 weeks 
3 weeks 
Workers in establishments having no paid vacations 


1 Area coverage limited to the city limits. 


? Data not collected. 
3 Shift differential payments not provided by any of the hotels studied. 


NOTES 


The following notes described some of the important characteristics of the material summarized in t 
release 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting fron 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips, 
and allowances for room or board or other payments in kind are excluded. Cost-of-living bonuses are con- 
sidered as partof the workers’ regular pay. Hourly earnings reported for salaried workers are derived from 
regular salaries divided by the corresponding standard hours of work. ‘The wages of learners, apprentices 
and handicapped workers are excluded from data for selected occupations but are included in the total 
when data are presented for all plant workers, men or women. The occupational classifications are based 
on written job descriptions that are available on request 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the number 
of workers reported refers to those employed on all shifts. Furthermore, all employment estimates presented 
refer to the estimated total in all establishments in the industry and area, excluding only those below th 
minimum size studied. Generally, a greater proportion of large than of small establishments is studied 
Each group of establishments of a certain size, however, is given its proper weight in the combination of data 

3. Shift differential data are presented in terms of (a) establishment policy, and (4) workers actually em 
ployed on late shifts at the time of the survey. An establishment was considered as having a policy if i 
met any of the following conditions: (1) Operated late shifts at the time of the survey, or (2) had formal 
provisions covering late shifts. 

4. Information on wage practices other than shift differentials is presented in terms of the proportion of 
workers emploved in offices or plant departments that observe the practice in question. Due to rounding, 
sums of individual items do not necessarily equal totals. Tabulations of paid holidays (table C) are further 
limited to full-day holidays. Data presented for health, insurance, and pension plans (table D) are confined 
to those for which at least a part of the cost is borne by the employer and exclude social security and work- 
men’s compensation. In the tabulations of vacation policies by years of service (table E), payments not on 
a time basis were converted; for example, a payment of 2 percent of annual earnings was considered as the 
equivalent of 1 week’s pay. 

5. The data on scheduled hours refer to the work schedules of full-time employees during the period 
studied. These schedules may be either longer or shorter than the hours beyond which premium overtime 
is paid, 





AMENDING THE FAIR LABOR STANDARDS ACT OF 


CLEVELAND, ONI0, Anfa, PAYROLL PeRtop JutY 1955 


tahlict te with 5) 
lishmer wit ] 


yiment in these establishments 


hourly earl 


$0.60 and under $0.65 


Number of workers 


A Verage 


sODDY 
1m 
iers 


perators, 


hamber. 
ntrywomen_. 


Number or 


$1.30 and under $1.35 


Occupation a 


Number of workers 
Average hourly earnings 2 
$1.35 and under $1.40 

1.40 and under $1.5 


. 
> 


MEN 


lobby 
s, room 
er or second 
ish washers 


emen 


WOMEN 


ers, lobby 
a 


KS I 24 
hwashers : . 70 
stor Operators, passen- 
eT é 94 
, chamber _. 91 
ywomen.... 56 . 92 


lhe study covered year-round hotels (SIC 7011 as defined in the 1949 edit 

sssification Manuals prepared by the Bureau of the Budget) employing 51 

Excludes premium pay for overtime and for work on weekends, holidays, 
exclude tips and the value of free room and board, if any : 
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Wage and related practices (based on predominant provisions in reporting 
establishments) © 


Percent of total plant 
employment 


| Qdshift | 3d or other 
| shift 


All workers_..--.-- 


(a) Workers in establishments having vies isions for late shifts: 
With shift differentials _ _- a : ; : ? (?) 
With no shift differentials_ -- (2) 
(b) Workers employed on late shifts: 
Receiving shift differentials...............----- a ‘oth | (3) 
NN ESE | (3) 





Percent of total plant 
employment 


(B) Scheduled weekly hours (ist shift plant workers) 


n Women 





5 cach ciililpeiiaenwennnmna eaeeba mana maaan itn 


44 hours. 





Percent of total 
employment 
(C) Paid holidays 


Plant | Office 


All workers_._- as 
Receiving paid eaeiags... 

6 days 
Receiving no paid holid: iys when 


Percent of total 
employment 
(D) Health, insurance, and pension plans 


Plant 


All workers 


Workers in establishments providing: 
Life insurance 
Accidental death and dismemberment 
Sickness and accident - - - - 
Sick leave (full pay and no waiting period) - - 
Sick leave (part pay or waiting period) 
Hospitalization 
Surgical 
Medical. ----_-- 
Catastrophe insurance _- 
Retirement pension plan -- --- 
Health, insurance, or pension. plan not listed above. 
No health, insurance, or pension plan- 


Footnotes at end of table. 
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Wage and related practices (based on predominant provisions in reporting 
establishments )'—Continued 


Percent of total 
employment 


(E) Vacation policies 


Plant Office 


All workers 


After 1 year of service: 
Workers in establishments having paid vacations 
1 week i 
Rist cree cass wi Adak - : 
Workers in establishments having no paid vacations 
After 2 years of service: 
Workers in establishments having paid vacations 
Workers in establishments having no paid vacations 
After 5 years of service: 
Workers in establishments having paid vacations_. 
2 weeks_. A i a eal ee 
Workers in establishments having no paid vacations... 
After 15 years of service: 
Workers in establishments having paid vacations.._. 


! Area coverage limited to the city limits. 
? Data not collected. 
1 Shift differential payments not provided by any of the hotels studied. 


NOTES 


The following notes describe some of the important characteristics of the material summarized in this 
release. 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips, 
and allowances for room or board or other payments in kind are excluded. Cost-of-living bonuses are con- 
sidered as part of the workers’ regular pay. Hourly earnings reported for salaried workers are derived from 
regular salaries divided by the corresponding standard hours of work. The wages of learners, apprentices 
snd handicapped workers are excluded from data for selected occupations but are included in the total 
when data are presented for all plant workers, men or women. The occupational classifications are based 
n written job descriptions that are available on request. ’ 

2. Although the earnings presented for an occupati n exclude differentials for late-shift work, the number 
of workers reported refers to those employed on allshifts. Furthermore, allemployment estimates presented 
refer to the estimated total in all establishments in the industry and area, excluding only those below the 
minimum size studied. Generally, a greater proportion of large than of small establishments is studied. 
Each group of establishments of a certain size, however, is given its proper weight in the combination of data. 

3. Shift differential data are presented in terms of (a) establishment policy, and (6) workers actually em- 
ployed on late shifts at the time of the survey. An establishment was considered as having a policy if it 
met any of the following conditions: (1) Operated late shifts at the time of the survey, or (2) had formal 
provisions covering late shifts. 

4. Information on wage practices other than shift differentials is presented in terms of the proportion of 
workers employed in offices or plant departments that observe the practice in question. Due to rounding, 
ums of individual items do not necessarily equal totals. Tabulations of paid holidays (table C) are further 
limited to full-day holidays. Data presented for health, insurance, and pension plans (table D) are confined 
to those for which at least a part of the ecst is borne by the employer and exclude s°cial security and work- 
men’s compensation. In the tabulations of vacation policies by years of service (table E), payments not on 
a time basis were converted; for example, a payment of 2 percent of annual earnings was considered as the 
equivalent of 1 week’s pay. 

5. The data on scheduled hours refer to the work schedules of full-time employees during the period 
tudied. These schedules may be either longer or shorter than the hours beyond which premium overtime 
1s paid. 
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Houston, Tex., AREA, PAYROLL PEeRtop JUNE 1955 


Hotels (average hourly earnings for selected occupations ) 


Serial No. 665. 


| 
Estimated | 
total in in- | 
dustry and 
rea 


Number of establishments with 51 or more workers 10 
otal employment in these establishments __. ; 2, 393 


Number of workers receiving straight-time hour! 
earnings of 


45 
U0 


Occupation and sex 


under $0.50 


d under $0 
nd under $0 
under $0. 


$0.65 a 


“and under $0.55 | 


Average hourly earnings 4 
$0.25 and under $0.30 
$0.55 and under $0.60 
75 and under $0.80 
nd under $0.8 


$0.60 and under $0.65 | 


$0.30 and under $0.35 
$0.35 and under $0.40 


Number of workers 


$0.45 and 
$0.70 and 
$0 

$0.80 an 


$0.40 an 
$0 


MEN 


Cleaners, lobby 

Clerks, room 

Elevator operators, passen- 
ger - 

Houseman __ 


WOMEN 


Clerks, room....--...-. 
Dishwashers 
Elevator operators, passen- | 
ger - — 
Maids, chamber A 
Pantrywomen._..---- ° . 233 


Number of workers receiving straight-time hourly 
earnings of- 


$1.05 and under $1.10 | 


| 
' 


$1.40 and under $1.50 | 


$1.50 and under $1.60 | 


ao 
N 


Occupation and sex 


iwdier $1.70 ' 


ind uy 


A verage hourly earnings ? 


$1.10 and under $1.15 
$1.15 and under $1.20 | 
$1.20 and under $1 
$1.25 and under $1.30 
$1.30 and under $1.35 ; 
$1.35 and under $1.40 | 


$0.90 and under $0.95 


Number of workers 
$0.95 and under $1.00 
$1.00 and under $1.05 
$1.60 


| 
| 
| 
| 
| 
i 


MEN 


2 


Cleaners, lobby-.-------- 
Clerks, room_.__- " 
Elevator operators, passen- 
ger . . - : a : 
Houseman... 25 


WOMEN 


Clerks, room... 
Dishwashers _- a 
Elevator operators, passen- 
ger... sdeanaiain ated 61 
Maids, chamber. .-.-.-..---- 305 
Pantrywomen ; 51 - 44 





1 The study covered year-round hotels (group 7011 as defined in the 1949 edition of the Standard Industrial 
Classification Manual prepared by the Bureau of the Budget) employing 51 or more workers, 
2 Hearings data exclude tips and the value of free room and board, if any. 





$1.60 and under $1.70 ! 


AMENDING THE FAIR LABOR STANDARDS 


ACT 


OF 


1938 


1. 


Wage and related practices (based on predominant provisions in reporting 


establishments) * 


All workers 


(a2) Workers in establishments having provisions for lat 
With shift differentials 
With no shift differentials 
Workers employed on late shifts 
Receiving shift differential 
Receiving no shift differentials 


B) Scheduled weekly hours (1st shift plant workers 


All workers 


45 hour 
48 hours 


Paid holidays 


All workers 
Receiving paid holidays 

4 days 

5 days 
Receiving no paid holidays 


(D) Health, insurance, and pension plans 


i Satienicdaien 


Workers in establishments providing: 
Life insurance. 
Accidental death and dismemberme nt. 
Sickness and accident 
Sick leave (full pay and no waiting period) _. 
Sick leave (part pay or as period) 
Hospitalization 
Surgica al 


C Catastrophe insurance 
Retirement pension plan 
Health, insurance, or pension plan not listed above - 
No health, insurance, or pension plan..--- 


Footnotes at end of table. 


2 
J, 
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Wage and related practices (based on predominant provisions in reporting 
establishments )’—-Continued 





Percent of total 
employment 
(E) Vacation policies ¢ 


All workers 


After 1 year of service: 
Workers in establishments having paid vacations...... biguidabediihisiell 
1 week_...- ’ 
2 weeks. il 
Workers in establishments having no paid vacations... 
After 3 years of service: 
Workers in establishments having paid vacations--_-- - -- 
i = 
Over 1 and under 2 weeks__.____- 
2 weeks... bend 
Workers in establishments having no ‘paid vacations... 
After 5 years of service: 
Workers in establishments eaarnS ae Teme... <...<5.- 
ee oon 7 ‘ 
2 weeks_..__- 
Workers in establishments having no paid vacations... 
After 15 years of service: 
Workers in establishments having paid vacations 
De icdecienincteasions 
2 weeks... _. mos 
Workers in establishments having: no paid “vacations... _- 





1 Houston (city limits only). 

2 Data not collected. 

3 Shift differential payments not provided by any of the hotels studied. 

‘In the tabulations by years of service, payments other than ‘“‘length-of-time,”’ such as percentage of 
annual earnings or flat-sum payments, were converted to an equivalent time basis; for example, a payment 
of 2 percent of annual earnings was considered as 1 week’s pay. 

Nore.—Due to rounding, sums of individual items do not necessarily equal totals. Similar studies have 
been made in Altanta, Ga.; Birmingham, Ala.; and New Orleans, La. Data are available on request. 

NOTES 

_— following notes describe some of the important characteristics of the material summarized in this 
release. 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips 
and allowances for room or board or other payments in kind are excluded. Cost-of-living bonuses are 
considered as part of the workers’ regular pay. Hourly earnings reported for salaried workers are derived 
from regular salaries divided by the corresponding standard hours of work. The wages of learners, ap- 
prentices, and handicapped workers are excluded from data for selected occupations but are included in 
the total when data are presented for all plant workers, men or women. The occupational classifications 
are based on written job descriptions that are available on request. 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the 
number of workers reported refers to those employed on all shifts. Furthermore, all employment esti- 
mates presented refer to the estimated total in all establishments in the industry and area, excluding only 
those below the minimum size studied. Generally, a greater proportion of large than of small establish- 
ments is studied. Each group of establishments of a certain size, however, is given its proper weight in 
the combination of data. 

3. Shift differential data are presented in terms of (a) establishment policy, and (b) workers actually 
employed on late shifts at the time of the survey. An establishment was considered as having a policy if 
it met any of the following conditions: (1) Operated late shifts at the time of the survey; or (2) had formal 
provisions covering late shifts. 

4. Information on wage practices other than shift differentials is presented in terms of the proportion 
of workers employed in offices or plant departments that observe the practice in question. These sum- 
maries are limited to formal arrangements. Tabulations of paid holidays (table C) are further limited to 
full-day holidays. Data presented for health, insurance, and pension plans (table D) are confined to those 
for which at least a part of the cost is borne by the employer and exclude social security and workmen’s 
compensation. 

5. The data on scheduled hours refer to the work schedules of full-time employees during the period 
studied. These schedules may be either longer or shorter than the hours beyond which premium over- 
time is paid. 
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KANSAS CITY, Mo., AREA, PAYROLL PeRiop JuLY 1955 
Serial No. 7787. 


Number of establishments with 51 or more workers__ 
Total employment in these establishments 


Hotels* 


Number of workers receiving straight-t! 
hourly earnings of 


75 
i) 


r $1.05 


Occupation and sex 


} 
ce 


ind under $0.80 
under £0.90 
inder $0.95 
under $1 


and 


. 


Average hourly earnings ? 


$0.70 and under $0 
$0.80 and under $0.85 


$0.65 and under $0.70 
$0.95 and under $1.00 


$1.00 and un 
$1.05 and 


$0.90 and 


$0.75 


u 


Cleaners, lobby___...__.__- 

Clerks, room___.._- pibiniceiaikemammniads 
Dinner or second cooks. ..........._-- 
Dishwashers__.______- 

Elevator operators, passenger 
Housemen 


Clerks, room 
Elevator operators, passenger-._._...__._-. 
Maids, chamber_..........__- 


; Pantrywomen 
this 





ing 

om | iN r of ¥ receiving 
tips arnings of 
are 

ved 
ap- 
1 in 
jons 


| 


es 
of 


Occupation and sex 


the 
asti- 
mily 
lish- 
it in 


Average hourly earnings ? 


$1.35 and under $1.40 | 
$1.50 and under $1 


$1.40 and under $1.45 


Number of workers 


$1.15 and under $1.20 
$1.30 and under $1.35 | 


$1.45 and under $1.50 


ally 
ey if 
‘mal 


| 


M | 
Cleaners, lobby 23 | $0.80 |_- 
tion Clerks, roouit............. 1.12 | 
um- Dinner or second cooks..............__-- | 1.8 

d to Dishwashers j ofhfon 
hose Elevator operators, passenger -_-__-- Z . 78 
1en’s Housemen 7 : 79 





riod 

ver C 13 
Elevator operators, passenger-____...___- : ‘ odd 
Maids, chamber f i 
Pantrywomen d . 78 





_! The study covered year-round hotels (SIC 7011 as defined in the 1949 edition of the Standard Industrial 
Classification Manuals prepared by the Bureau of the Budget) employing 51 or more workers. 

? Excludes premium pay for overtime and for work on weekends, holidays, and late shifts; also, earnings 
Aas 
cata exclude tips and the value of free room and board, if any. 
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Wage and related practices (based on predominant provisions in reporting 
establishments) * 


Percent of total plant 
employment 


(A) Shift differentials (plant workers) 


2d shift 3d or other 


All workers_.. 


(a) Workers in establishments having provisions for late shifts: 
With shift differentials 
With no shift differentials 
(6) Workers employed on late shifts: 
Receiving shift differentials... ___- 
Receiving no shift differentials__- 


Percent of total plant 
employment 
(B) Scheduled weekly hours (ist shift plant workers 


Men Women 


All workers... 


48 hours. 


Percent of total 
' employment 
(C) Paid holidays plies a 


| 
Plant | Office 


| 


All workers... 


Receiving paid holidays- 
6 days 
Receiving no paid holidays 


Percent of total 
employment 
(D) Health, insurance, and pension plans 


Plant Office 


All workers... _- 


Workers in establishments providing: 
Life insurance me hid te 
Accidental death and dismemberment _-- 
Sickness and accident ‘ 
Sick leave (full pay and no waiting period) 
Sick leave (part pay or waiting period) --- 
Hospitalization 
Surgical 
Medical 
Catastrophe insurance 
Retirement pension plan 
Health, insurance, or pension plan not listed above 
No health, insurance, or pension plan 


Footnotes at end of table. 
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Wage and related practices ( based on predominant provisions in reporting 
establishments )’—Continued 


Percent of total 
employment 
(E) Vacation policies 


All workeTs 


{ver 1 year of service 
W orkers in establishments having paid vacations 
1 week 
2 weeks 
\ orkers in establishments having no paid vacations 
r 3 years of service 
W orkers in establishments having paid vucations 
2 weeks 
W orkers in establishments having no paid vacations 
5 years of service 
W orkers in establishments having paid vacations 
2 weeks 
Vorkers in establishments having no paid vacations 
15 years of service 
Workers in establishments having paid vacations 
2 weeks 
Vorkers in establishments having no paid vacations 


Area coverage limited to the city limits 
? Data not collected 
Shift differential payments not provided by any of the hotels studied 


NOTES 


« following notes describe some of the important characteristics of I erial summariz 
nless designated otherwise the wages reported represent straight-time hourly earnings 
emium overtime payments and shift differentials). Incentive payments, such as those resulting 
cework, production bonuses, and commission systems are included, but nonproduction bonuse 
illowances for room or board or other payments in kind are excluded. Cost-of-living bonuses 
lered as part of the workers’ regular pay. Hourly earnings reported for salaried workers are derive n 
regular salaries divided by the corresponding standard hours of work he wages of learners, apprentices, 
i handicapped workers are excluded from data for selected occupations but are included in the total 
hen data are presented for all plant workers, men or women. The occupational classifications are based 
written job descriptions that are available on request. 
2. Although the earnings presented for an oecupation exclude differentials for late-shift work, the number 
vorkers reported refers to those employed onallshifts. Furthermore, allemployment estimates presented 
refer to the estimated total in all establishments in the industry and area, excluding only these below the 
nimum size studied. Generally, a greater proportion of large than of small establishments is studied. 
sch group of establishments of a certain size, however, is given its proper weight in the combination of data 
Shift differential data are presented in terms of (a) establishment policy, and workers actually 
ved on late shifts at the time of the survey. An establishment was considered as having a pol 
t any of the following conditions: (1) Operated late shifts at the time of the survey, or (2) ! 
visions covering late shifts. 
1. Information on wage practices other than shift differentials is presented in terms of the proport 
workers employed in offices or plant departments that observe the practice in question. Due to round 
ims of individual items do not necessarily equal totals. Tabulations of paid holidays (table ¢ 
ited tofull-day holidays. Data presented for health, insurance, and pension plans (table D 
se for which at least a part of the cost is borne by the employer and excluce s‘cial security 
n’scompensation. In the tabulations of vacation policies by years of service (table FE), payn 
4 time basis were converted; for example, a payment of 2 percent of annual earnings was « 
juivalent of 1 week’s pay. 
The data on scheduled hours refer to the work schedules of full-time employees during 
tudied. These schedules may be either longer or shorter than the hours beyond which premium overtime 


‘ 
. 
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Los ANGELES, CaLtr., Arga, PayRott Pertop Aueust 1955 
Serial No. 13-475. 


Estimated 
total in Actually 
industry and studied 
area 


Number of establishments with 51 or more workers...................-.___- | 21 
Total employment in these establishments | 5, 657 
| | 


Hotels (average hourly earnings in selected occupations) * 


Number of workers receiving straight-time hourly 
earnings of— 


$1.05 and under $1.10 
} 
| 


$1.20 and under $1.25 


| $0.95 and under $1.00 


= 
| 
Occupation and sex | 


Number of workers 
Average hourly earnings ? 
$1.15 and under $1.20 | 
$1.30 and under $1.35 
$1.50 and under $1.55 | 


j 
| 
| 
| 
| 
| 


| $0.90 and under $0.95 
$1.00 and under $1.05 
| $1.10 and under $1.15 
| $1.25 and under $1.30 | 


$1.40 and under $1.45 
| $1.45 and under $1.50 


| 


| $1.35 and under $1.40 


MEN 


Cleaners, lobby- 

Clerks, room 

Dinner or second cooks 

Dishwashers 

Elevator operators, passen- 
ger__- 

Houseman 

Pantrymen 





WOMEN 


oe ator operators, passen- | 











Number of workers receiving straight-time hourly 


| 
| 
| 


30 


° 


Occupation and sex 


‘0 and under $1.75 


$1.60 and under $1.65 
7 


$1.65 and under $1.70 
$1.90 and under $1.95 


Number of workers 


| Average hourly earnings ? 
$1.85 and under $1.90 


$1.55 and under $1.60 
$1.75 and under $1.80 
$1.80 and under $1.85 
| $9.10 and under $2.20 


$2.20 and under $ 


| $1.95 and under $2.00 


| $1. 





| $2.00 and under $2.10 | 


| 
| 


MEN 


Cleaners, lobby 

Clerks, room Saiuweke 
Dinner or second cooks...------- 
Dishwashers iia 

Elevator operators, passenger. 2 
Houseman 

Pantrymen 





to 





Elevator operators, passenger ----| 
Maids, chamber 


1 The study covered year-round hotels (SIC 7011 as defined in the 1949 edition of the Standard Industrial 
Classification Manual prepared by the Bureau of the Budget) employing 51 or more workers. 
2 Excludes premium pay for ov ertime and for work on weekends, holidays, and late shifts. 





$1.50 and under $1.00 | 


.30 


9 


$2.20 and under $ 


ustrial 
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Wage and related practices (based on predominant provisions in reporting 
establishments) ' 


Percent of total plant 
employment 


(A) Shift differentials (plant workers) 


3d or other 


shift 


41) workers_...- aniets 


Workers in establishments having provisions for late shifts 
With shift differentials 
With no shift differentials 
W orkers employed on late shifts: 
Receiving shift differentials 
Receiving no shift differentials 


Percent of total plant 


employment 
(B) Scheduled weekly hours (Ist shift plant workers) 


Women 


4)) workers. 


40 hours. ..- ‘ 
48 hours......-- 


Percent of total 


; employment 
(C) Paid holidays 


Plant Office 


i 


Receiving paid nelidage 
a ae tees 


Recelvine no paid holidays....-.__- 100 


Percent of total 


employment 
(D) Health, insurance, and pension plans 


Plant Office 


4|| workers 


Workers in establishments providing: 
Life insur .nce- iihiteniotts tebbhiahheuiliitaion eae 
Accidental death and dismemberment...-.-..._- 
Sickness and accident ‘ 
Sick leave (full pay and no waiting period). ........__.-- 
Sick leave (part pay or waiting period)...........-..- 
Hospitalization 
Surgical 
ROGER a iiticins cccnds 53 Bustin tied 
SOD. 1. ncemenidesbennseneesmese a 
Retirement pension plan................------ 
Health, insurance, or pension plans not listed above. 
No health, insurance, or pension plan_...---- 


Footnotes at end of table. 
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Wage and related practices (based. on predominant provisions in reporting 
establishments )’—Continued 


Percent of total 
employment 
(E) Vacation policies 


Plant Office 


All workers 


After 1 year of service: 
Workers in establishments having paid vacations 
1 week ; 
2 weeks 
Workers in establishments having no paid vacations 
After 3 years of service: 
Workers in-establishments having paid vagations 
2 weeks___- ne oe 
Workers in establishments having no paid vacations 
After 5 years of service: 
Workers fn establishments having paid vacations 
2 weeks_____- 
Workers in establishments having no paid vacations 
After 15 years of service: 
Workers in establishments having paid vacations 
2 weeks._.. ailinutiniiohsan 
Workers in establishments having no paid vacations 


' Area coverage limited to the city limits. 
2 Data not collected. 
3 Eleven of the 12 hotels studied employed workers on extra shifts, usually receiving a differential of 75 


cents per shift. 
NOTES 


The following notes described some of the important characteristics of the material summarized in this 
release: 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips 
and allowances for room or board or other payments in kind are excluded. Cost-of-living bonuses are con- 
sidered as part of the workers’ regular pay. aoe earnings reported for salaried workers are derived from 
regular salaries divided by the corresponding standard hours of work. The wages of learners, apprentices, 
and handicapped workers are excluded from data for selected occupations but are included in the total 
when data are presented for all plant workers, men or women. The occupational classifications are based 
on written job descriptions that are availablé on request. 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the number 
of workers reported refers to those employed on all shifts. Furthermore, allemployment estimates presented 
refer to the estimated total in all establishments in the industry and area, excluding only those below the 
minimum size studied. Generally, a greater proportion of large than of small establishments is studied 
Each group of establishments of a certain size, however, is given its proper weight in the combination of data 

3. Shift differential data are presented in terms of (a) establishment policy, and (6) workers actually em- 
ployed on late shifts at the time of the survey. An establishment was considered as having a policy if it 
met any of the following conditions: (1) Operated late shifts at the time of the survey, or (2) had formal 
provisions covering late shifts. 

4. Information on wage practices other than shift differentials is presented in terms of the proportion of 
workers employed in offices or plant departments that observe the practice in question. Due to rounding, 
sums of individual items do not necessarily equal totals. Tabulations of paid holidays (table C) are further 
limited to full-day holidays. Data presented for health, insurance, and pension plans (table D) are confined 
to those for which at least.a part.of,the cost.ig borne hy the employer and exclude social seeurity:and work- 
men’s compensation. In the tabulations of vacatioh policies by years of service (table E), payments not on 
a time basis were converted; for example, a payment of 2 percent of annual earnings was considered as the 
equivalent of 1 week’s pay. 

5. The data on scheduled hours refer to the work schedules of full-time employees during the period 
studied. These schedules may be either longer or shorter than the hours beyond which premium overtime 
is paid, 
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MINNEAPOLIS-ST. Paut, MINn., AREA, Parrot. Perrep Jury 1955 
a] No. 7788. 


Estim mea 

total | Actually 
debe y Stucl bex 
snd area 


Number of establishments with 51 or more workers_. 
ital employment in these establishments 


Hotels’ 


Number of workers receiving straight-time hourly 
earnings of 


| 


4 


| 


Occupation and sex 


Average hourly earnings ? 
$0.85 and under $0.90 
$0.90 and under $0.95 


$1.15 and under $1.20 | 
$1.40 and under $1.45 


$1.25 and under $1.30 | 
$1.35 and under $1.40 


$0.95 and under $1.00 
$1.00 and under $1.05 | 
$1.05 and under $1.10 } 
$1.10 and under $1.15 
$1.2) and under $1.25 


Number of workers 
Under $0.85 


MEN 


Cleaners, lobby---- - 

Clerks, room ™ 

Dinner or second cooks 
shwashers .. 

El vator operators, assen- 
ger e 

Housemen ; 


WOMEN 


Dishwashers... 
E le v “wed operators, passen- 


Maids, chamber. 


Pantrywomen - - 


Number of workers receiving straight-time hourly 
earnings of 


i under $1.60 | 


70 
75 


Occupation and sex 


> anc 
5 and under $1.80 


ne 
a 


Average hourly earnings 2 


$1.45 and under $1.50 | 
' 
$1.50 and under $1.55 


$2.10 and under $2.20 


$2.00 and under $2.10 
$2.20 and over 


Number of workers 
$1.70 and under $1 

$1 

$1.85 and under $1.90 
$1.90 and under $2.00 


$1.60 and under $1.65 | 
| $1.65 and under $1. 


| $1. 


| 
| 
| 
| 
| 


MEN 


ne 
a 


Cle v~aners, lobby --- 
lerks, room ia 
Dinner or second cooks - 
shwashers.- - - - 
Elex ator operators, assen- 
ger 
Housemen 


~ 


WOMEN 


ae 37 
Elevator f aperatens, pamiee 
ger_. : 48 - 08 | 
|” Sl, Dee 
Pantry women . 57 -10 


‘The study cov ered year- round hotels (SIC 7011 : as defined in ‘the 1949 edition of the Standard Industrial 
Classification Manuals prepared by the Bureau of the Budget) employing 51 or more workers. 
? Excludes premium pay for overtime and for work on weekends, holidays, and late shifts; also, earnings 
data exclude tips and the value of free room and board, if any. 





502 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


Wage and related practices (based on predominant provisions in reporting 
establishments) * 


Percent of total plant 
employment 


(A) Shift differentials (plant workers) fseeenernenesseneerpeeeeaa - 


2d shift 3d or other 
shift 


SS ee ee 


| 


All workers_... 

(a) Workers in establishments having provisions for late shifts 
With shift differentials | (?) 
With no shift differentials. -____--. ae sau ) 

(») Workers employed on late shifts: 
Receiving shift differentials . (3) 
Receiving no shift differentials___- ; (3) 


Percent of total plant 
employment 
(B) Scheduled weekly hours (ist shift plant workers) 


Men Women 


Al wothets.....cs..<< satiboneDs edit b 100 | 


3714 hours ‘ E 56 

40 hours... 41 | 

45 hours 

48 hours 3 | soe 


Percent of total 
employment 
Paid holidays 


Plant Office 


| 


All workers---- neotenic ‘ hoses ; | 


Receiving paid holidays. - 4 ; 5 | 
6 days | 5 | 
Receiving no paid holidays. | 


Percent of total 
employment 
(D) Health, insurance, and pension plans 


Office 


All workers 


Workers in establishments providing: 
Life insurance 
Accidental death and dismemberment 
Sickness and accident 
Sick leave (full pay and no w aiting pe riod) 
Sick leave (part pay or waiting period) 
Hospitalization 
Surgical 
Medical 
Catastrophe insurance. 
Retirement pension plan 
Health, insurance, or pension plan not listed above 
No health, insurance, or pension plan 





optuaten at end of table. 





100 
83 
83 
17 
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Wage and related practices (based on predominant provisions in reporting 
establishments )'—Continued 


| ‘ . , 
(E) Vacation policies 
Plant (offlee 
V.., o Svbddetbsiaebbeabitres 1 100 
After 1 year of service: 
Workers in establishments hav wae paid vacations 100 100 
1 week ; 1x n4 
2 weeks 16 
Workers in establishments having no paid vacations 
After 3 years of service: 
Workers in establishments having paid vacations m 1x 
Over i and under 2 weeks. -- : 28 17 
2 weeks 72 &3 
Ww orkers in establishments having no paid vacations 
After 5 years of service: 
Workers in establishments having paid vacations 1m) 100 
2 weeks_- 100 Loo 
Workers in establishments hav ing no paid vacations 
After 15 years of service: 
Workers in establishments having paid vacations 1x 10) 
2 weeks ag a ae 67 78 
3 weeks 33 25 


Workers in establishments having no ps aid vacations 


Area coverage limited to the city limits. 
? Data not collected. 
} Shift differential payments not provided by any of the hotels studied 


NOTES 


The following notes describe some of the important characteristics of the material summarized in this 
release: 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips, 
and allowances for room or board or other payments in kind are excluded. Cost-of-living bonuses are con- 
sidered as part of the workers’ regular pay. Hourly earnings reported for salaried workers are derived hee n 
regular salaries divided by the corresponding standard hours of work. The wages of learners, apprenti 
and handicapped workers are excluded from data for selected occupations but are included in the total 
when data are presented for all plant workers, men or women. ‘The occupational classifications are based 
on written job descriptions that are available on request. 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the number 
)f workers reported refers to those employed onalishifts. Furthermore, al) employment estimates presented 
refer to the estimated total in all establishments in the industry and area, excluding only those below the 
minimum size studied. Generally, a greater proportion of large than of small establishments ‘s studied 
Each group of establishments ofa certain size, however, is given its proper weight i n the combination of data 

3. Shift differential data are presented in terms of (a) establishment policy, and (») workers actually « 












ployed on late shifts at the time of the survey. An establishment was considered as having a policy if it 
met any of the following conditions: (1) Operated late shifts at the time of the survey, or (2) had formal 
provisions covering late shifts. 

4. Information on wage practices other than shift differentials is presented in terms of the proport f 
workers employed in offices or plant departments that observe the practice in questior Due to rounding, 
sums of individual items do not necessarily equal totals. 1 nen of paid holidays (table ¢ re further 
limited for full-day holidays. Data presented for health, insurance, and pension plans (table D) are confined 
to those for which at least a part of the cost is borne by the emp Seo and exclude social security and work- 

nen’s compensation. In the tabulations of vacation policies by years of service (table E), p ant 

i time basis were converted; for example, a payment of 2 percent of annual earnings was considered the 


equivalent of 1 week’s pay. 

5. The data on scheduled hours refer to the work schedules of full-time employees during the period 
studied. These schedules may be either longer or shorter than the hours be yond which premium overtime 
is paid, 


78155—56——33 





504 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


New ORLEANS, La., AREA, PAYROLL PERIOD JUNE 1955 


Serial No. 667 


Estimated 
total in Actually 
industry and studied 
area 


Number of establishments with 51 or more workers.---- ae 7 | 
Total employment in these establishments __-_-_. sees aa ----| 2, 969 


Hotels (average hourly earnings for selected occupations) * 


Number of workers receiving straight-time hourly earnings 


| $0.55 and under $0.60 | 


} 
| 


Occupation and sex 


and under $0.50 


q 
a 


5 


5 and under $0.70 


= 
‘ 


Average hourly earnings ? 


$0.50 and under $0.55 
$0.90 and under $0.95 


Number of workers 
$0.70 and under $0.7! 


$0. 


$0.35 and under $0.40 
$0.4 
| $0.60 and under $0. 


| $0.40 and under $0.45 


| $0.30 and under $0.35 | 


| 
| 


MEN 


Cleaners, lobby. 

Clerks, room___.--- ale 

Dinner or second cooks 

Elevator operators, passen- 
eI 

Housemen 


WOMEN 


Dairette ! ct | .35 | 70) 4 7 
Maids, chamber. __--_-_-- . 37 |148 (149 | 28 
Pantrywomen__- : 49 |... 6 | 10 


| . PEF y ; 
Number of workers receiving straight-time hourly earnings 


} of 


| 
| 
} 
| 
| 
| 
| 


‘30 | 
55 


Occupation and sex 


$1.20 and under $1.25 
and under $1.35 


and over 


30 


Average hourly earnings ? 


Number of workers 
$1.00 and under $1.05 
$1.05 and under $1.10 | 
$1.10 and under $1.15 
$1.15 and under $1.20 
$1.25 and under $1 
$1.35 and under $1.40 
$1.45 and under $1.50 
$1.50 and under $1 


$1 


| $0.95 and under $1.00 


| 
i 
' 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


$1.40 and under $1.45 


MEN 


— 8 


Cleaners, lobby 

6 ee 
Dinner or second cooks ‘ 
Elevator operators, passen- 


Tlousemen 


WOMEN 


Dishwashers ; Satta 81 
Maids, chamber Sled 333 : 
Pantrywomen saaiiias 43 44 


1 The study covered year-round hotels (Group 7011 as defined in the 1949 edition of the Standard Indus- 
trial Classification Manual prepared by the Bureau of the Budget) employing 51 or more workers. 
2 Earnings data exclude tips and the value of free room and board, if any. 





$1.55 and over 
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Wage and related practices (based on predominant provisions in reporting 


establishments) * 


(A) Shift differentials (plant workers) 


——___—_ -—_—_—_— 


4]] workers -.. 
Workers in establishments having provisions for late shifts 
With shift differentials 
With no shift differentials _- 
(5) Workers employed on late shifts: 
Receiving shift differentials 
Receiving no shift differentials 








(B) Scheduled weekly hours (Ist shift plant workers) 


Se EE cactcanectacscdnps 


42 hours 
45 hours 
48 hours 


(C) Paid holidays 


BF i ccchncstivcenn capt tahtiandasatiieboteinetinbns capeuts 


Receiving paid holidays- --- 
1 day =! 
3 days... 
6 days 

Receiving no paid holidays 


(D) Health, insurance, and pension plans 


{ll workers 


Workers in establishments providing: 
Life insurance . . 
Accidental] death and dismemberment. 
Sickness and accident . 
Sick leave (full pay and no waiting period) - - 
Sick leave (part pay or waiting period 
Hospitalization _- 
Surgical - -_- 
Medical j 
Catastrophe insurance _-_- 
Retirement pension plan 
Health, insurance, or pension plan not listed above 
No health, insurance, or pension plan 


Footnotes at end of table. 


Percent of total plant 
employment 
34 or other 
shift 


(%) 
(3) 


(?) 
(?) 


Percent of total plant 
employment 


Women 


Percent of total 
employment 


Plant | Office 


Percent of total 
employment 


Plant Office 


100 


100 
90 


‘io 
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Wage and related practices (based on predominant provisions in reporting 
establishments )'—Continued 


Percent of total 
employment 
(E) Vacation policies 4 en 


Plant Office 





All workers 


| 
| 
| 
After 1 year of service: | 
Workers in establishments having paid vacations _- ‘ | 
1 week __- | 
Over 1 and under 2 weeks. _-. 
2 weeks. __- = ae 
Workers in establishments having no paid vacations. 
After 3 years of service: 
Workers _ establishments having paid vacations.----- 
1 week. slp ania sieht idk 
Over 1 and under 2 weeks. ..--.........-...--- 
2 weeks... St 
Workers in establishments having no paid vacations--- 
After 5 years of service: 
Workers in establishments having paid vacations-- 
1 week___- 
Over 1 and under 2 weeks- --- 
2 weeks nae oe 
Workers in establishments having no paid vacations_-. 
After 15 years of service: 
Workers in establishments having paid 
1 week _. . 
Over 1 and under 2 weeks 
2 weeks. _- a cms kage 
Workers in establishments having no paid vacations 





1 New Orleans (city limits only). 

2 Data not collected. 

3 Shift differential payments not provided by any of the hotels studied. 

4In the tabulations by years of service, payments other than “length-of-time’’, such as percentage of 
annual earnings or flat-sum payments, were converted to an equivalent time basis; for example, a payment 
of 2 percent of annual earnings was considered as 1 week’s pay. 


Note.—Due to rounding, sums of individual items do not necessarily equal totals. Sinilar studies have 
been made in Atlanta, Ga.; Birmingham, Ala.; and Houston, Tex. Data are available on request. 


NOTES 


The following notes describe some of the important characteristics of the material summarized in this 
release. 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips, 
and allowances for room or board or other payments in kind are excluded. Cost-of-living bonuses are 
considered as part of the workers’ regular pay. Hourly earnings reported for salaried workers are derived 
from regular salaries divided by the corresponding standard hours of work. The wages of learners, ap- 
prentices, and handicapped workers are excluded from data for selected occupations but are included in 
the total when data are presented for all plant workers, men or women. The occupational classifications 
are based on written job descriptions that are available on request. 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the 
number of workers reported refers to those employed on all shifts. Furthermore, all employment esti- 
mates presented refer to the estimated total in all establishments in the industry and area, excluding only 
those below the minimum size studied. Generally, a greater proportion of large than of small establish- 
ments is studied. Each group of establishments of a certain size, however, is given its proper weight in 
the combination of data. 

3. Shift differential data are presented in terms of (a) establishment policy, and (6) workers actually 
employed on late shifts at the time of the survey. An establishment was considered as having a policy if 
it met any of the following conditions: (1) Operated late shifts at the time of the survey; or (2) had formal 
provisions covering late shifts. 

4. Information on wage practices other than shift differentials is presented in terms of the proportion 
of workers employed in offices or plant departments that observe the practice in question. Tnese sum- 
maries are limited to formal arrangements. Tabulations of piid holidays (table C) are further limited to 
full-day holidays. Data presented for health, insurance, and pension plins (table D) are confined to those 
for which at least a part of the cost is borne by the employer and exclude social security and workmen’s 
compensation. 

5. The data on scheduled hours refer to the work schedules of full-time employees during the peri d 
studied. These schedules may be either longer or shorter than the hours beyond which premium over- 
time is paid. 
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New York, N. Y., AREA, ParRou. Periop June 195 


Hotels (average hourly earnings for selected occupations) * 
Serial No. NY-203. 


Estimated 

tota! in- 

lustry and 
ire > 


Number of establishments with 51 or more workers... ’ ae hii 127 
Total employment in these establishments s conti : 35, 043 


earnings of 


$0.90 and under $0.95 


Occupation and sex 


j 
| } Number of workers receiving straight-time hourly 
| 


and under $1.20 | 


and under $1.50 


5 and under $1.30 


1.2 


$0.85 and under $0.90 
$1.05 and under $1.10 
$1.10 and under $1.15 
$1.20 and under $1.25 
$1.30 and under $1.35 
$1.35 and under $1.40 
$1.40 and under $1.45 


Number of workers 
$1.00 and under $1.05 


| Average hourly earnings ? 
| $1.15 
$1.4 


| 
j 
i 


MEN 


Cleaners, lobby 
Clerks, room 
Dinner or second cooks. - _ | 
Dishwashers | 
Elevator operators, pas- | 
senger 


WOMEN 


Clerks, room 

Dishwashers 

Elevator operators, pas- 
senger 

Pantry women.. 

Maids, chamber 








Footnotes at end of table. 
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Hotels (average hourly earnings for selected occupations )’—Continued 


| 


| 
| Number of workers receiving straight-time hourly 
earnings of— 


| 


i 


$1.60 and under $1.65 | 
$1.65 and under $1 


$1.50 and under $1.55 | 


40 | 
5 


85 | 


$1.70 and under $1.7! 


' 


$2.10 and under $2.20 


r $2.10 | 


Occupation and sex 


Average hourly earnings ? 


$1.75 and under $1.80 


Number of workers 
$1.55 and under $1.60 


$1.80 and under $1 
| $1.85 and under $1.90 | 
| $1.90 and under $2.00 | 


| $2.00 and unde 


| 


| $2.20 and under $2.30 


MEN 


Cleaners, lobby : doa 
Clerks, room ' 25 | 2 
Dinner or second cooks. . __- 
Dishwashers 


WOMEN 





Clerks, room ie * 
Dishwashers 1 





ger 1. 
Pantry women d 1. 
Maids, chamber 1 





1 The study covered year-round hotels (SIC 7011 as defined in the 1949 edition of the Standard Industrial 
Classification Manuals prepared by the Bureau of the Budget) employing 51 or more workers. 

2 Earnings data lee tips and the value of free room and board, if any; also excluded are premium pay 
for overtime and for work on weekends, holidays, and late shifts. 

3 Workers were distributed as follows: 3 at $2.40 to $2.50; 1 at $2.60 to $2.70; 5 at $2.70 to $2.80; 1 at $2.80 to 
$2.90; 1 at $3.30 to $3.40. 


NoTEe.—Under an agreement signed Aug. 25, 1955, between the Hotel Assocfation of New York City, 
Inc., and the New York Hotel Trades Council, A. F. of L., all unionized workers were to receive 5 cents an 
hour wage increase retroactive to June 1, 1955, and another 5 cents an hour on June 1, 1956. The increase 
is not reflected in the data presented in this report. 
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Wage and related practices (based on predominant provisions in reporting 
establishments) * 


Percent of total plant 
employment 


(A) Shift differentials (plant workers) 7? 
2d shift Sd or 
shift 


AB WE iceiindadewesccinineutentinn 
(a) Workers in establishments having ase isions for late shifts: 
With shift differentials__-__- 
With no shift differentials.........._____- 
(6) Workers employed on late shifts: 
Receiving shift differentials._..........__..- 
Receiving no shift differentials.............-. 


} 32.00 NG Oe 


Percent of total plant 


employment 
(B) Scheduled weekly hours (Ist shift plant workers) 


Men Women 


ATE Sn Ao rita oc hacseeudn Sn ancaieaustindieanaeibasncitcitteiwen : 


40 hours. 


06 
45 hours. - .- 


4 


Percent of total 
employment 


Plant Office 


Percent of total 
employment 


Plant Office 





All workers 
Workers in establishments providing: 


Accidental death and dismemberment 

Sickness and accident 

Sick leave (full pay and no waiting period) -.........................-.-- 
Sick leave (part pay or waiting period) 

} ospitalization 

Surgical 


S38 


Catastrophe insurance 

Retirement pension plan 

Health, insurance, or pension plan not listed above 
No health, insurance, or pension plan 


Footnotes at end of table. 
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Wage and related practices (based on predominant provisions in reporting 
establishments )'—Continued 


Percent of total 
employment 
(E) Vacation policies ¢ 


| Plant Office 


All workers. _____._- Sess ; = baseReeeee 100 


After 1 year of service | 
Workers in establishments havin Li 100 | 
1 week Sl 
2 weeks . - a ° — 
Workers in establishments having no paid vacations 
After 3 years of service 
Workers in establishments having paid vacations sarin Seem ieaieiatinadl 
2 weeks... : : ee 7 oe 100 100 
Workers in establishments having no paid vacations......- hictesditeininceunndinatel alienate nites Niet sein ee 
After 5 years of service: 
Workers in establishments having paid vacations_.........-- * 100 100 
SUGGES. ib 6. . << eke aay ea si 100 100 
Workers in establishments having no paid vacations 
After 15 vears of service 
Workers in establishments having paid vacations shite 100 | 100 
100 


1 Area covered limited to Manhattan. 

? Data not collected. 

3 Shift differential payments not provided by any of the hotels studied. 
4 Less than 2.5 percent. 


NOTES 


The following notes described some of the important characteristics of the material summarized in this 
release. 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips, 
and allowances for room or board or other payments in kind are excluded. Cost-of-living bonuses are con- 
sidered as part of the workers’ regular pay. Hourly earnings reported for salaried workers are derived from 
regular salaries divided by the reaps standard hours of work. The wages of learners, apprentices, 
and handicapped workers are excluded from data for selected occupations but are included in the total 
when data are presented for all plant workers, men or women. The occupational classifications are based 
on written job descriptions that are available on request. 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the number 
of workers reported refers to those employed on allshifts. Furthermore, allemployment estimates presented 
refer to the estimated total in all establishments in the industry and area, excluding only those below the 
minimum size studied. Generally, a greater proportion of large than of small establishments is studied. 
Each group of establishments of a certain size, however, is given its proper weight in the combination of data. 

3. Shift differential data are presented in terms of (a) establishment policy, and (6) workers actually em- 
ployed on late shifts at the time of the survey. An establishment was considered as having a policy if it 
met any of the following conditions: (1) Operated late shifts at the time of the survey, or (2) had formal 
provisions covering late shifts 

4. Information on wage practices other than shift differentials is presented in terms of the proportion of 
workers employed in offices or plant departments that observe the practice in question. Due to rounding, 
sums of individual items do not necessarily equal totals. Tabulations of paid holidays (table C) are further 
limited to full-day holidays. Data presented for health, insurancs, and pension plans (table D) are confined 
to those for which at least a part of the cost is borne by the employer and exclude social security and work- 
men’s compensation. In the tabulations of vacation policies by years of sarvice (table E), payments not on 
a time basis were converted; for example, a payment of 2 percent of annual earnings was considered as the 
equivalent of 1 week’s pay. 

5. The data on scheduled hours refer to the work schedules of full-time employees during the period 
studied. These schedules may be either longer or shorter than the hours beyond which premium overtime 
is paid. 
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AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


PHILADELPHIA, Pa., Area, Paysrou. Prarop Jury 1955 
Serial No. PHT-186. 





t st at 
eal : . | 4 
try a : 
Number of establishments with 51 or more workers ; ‘ 
Total employment in these establishments 4, 006 








Hotels (average hourly earnings for selected occupations) * 


Number of workers receiving straight-time hourly earnings 


a of 
oS pe neecennnensninis 
J £E i8isi2iaisisislelsiaiaj\s|s 
= S$ (SSIS IS RIF iS lSialisiaisais 
Occupation and sex = > wisigsisis ei is eistiftifr&is 
| BS ISISISIZIEZIEISIE(21212121 2% 
~ = Slat earaetsat BIBIBLBILSBI8Si8!g 
7 i ae Wet en Tie Ton tan | an lad 1 ax ted ten | oe fan 
z | §& 6191919 6 8'68'§ € €' 81.6 § 
= S |KIZISIZIZ SiSiSiSi2zialaizx 
a2 | <4 SiSifiISiISiZRiR(S SSR KIS 
MEN | } 
i 
i | | ' 
Cleaners, lobby___--_- ca ef ME bienclotnsineiel OO) @ baacet OL 2 l 
Clerks, room ___- 59 1. 48 on oa = a ee inn ‘ 5 
Dinner or second cooks - . - -- 17 | 2.06 gai 
Dishwashers___ 7 ‘ 132 | . 89 2 8 | 35/35 | 20, 2B 2 t ] 
Elevator operators, passen- | j | | 
9 I aie nen DEL 71 | 85/10 |...! 26} 21} 12 || 2 
Housernen______- a 152 91 j....|....| 6] 87 | 49 | 38 i. 
Pantrymen___- mei 6D techn 2 ead 6; 1] 4 1 4 
WOMEN 
| | 
Dishkwashetsis............. 20 | Anh MR MRR Acne 1 2 
Elevator operators, passen- | | | 
ile Metin ciate 130 | Et Jenneleeneh. 2 41le.4 sLeakabadewne 
Maids, chamber. ._______ “ 549} =. 80 | 88 |____/308 | 63 |_ , 
Pantrywomen. ...........- 7) =. 8B |---| 6] 15 | 18] 11 |. 3} 2) 2 


Number of workers receiving straight-time hourly 





| 
~ earnings of 
| ca a einaenspeteenionileas pac : lilies 
i BE |SISiSlisziseirigisis\sia} 
os | an) eth an Lak Le) ae 1 ek hae | oe one 
£ $ \e lala lelaeialala\iBeiaigei 
Occupation and sex | & | >» IT BIBISIBISITEI BIBIBIiBI Ss 
| BS |Sigizizgiczgisgizgivgivsizgizvgis 
,- = SiSi/SiS/sS/5/ 5/5/1515 15/6 
P -ngge 0S Oe civgizvizviszsizgizgigigizsigia 
| & |} # 12)9)/8139/3),2)/9/9),8/9)3) 8 
| S a lw eiat@eleatw tea le 
| 5 § (8/S1/S/S/4/S/5/2/8/S,5/8 
| < |R|S SB /Kl/S SSS BiS Ss 
| } cw of ie p> Say oo eas ip” _ 
MEN 
| | 
Cleaners, i camel ST). SRS duds bea sk ’ 
ot 7 ere ere 59} 148] 3) 2] 3{22| 1} 5} 8} 2 
Dinner or second cooks------.---- W) S664 it-3 2 3; 1 rt -? 3 
nef | ST : | 
Elevator operators, passenger-_-_- 71 | . 85 |. ae e358. J 3 es a 3 
NINN co oo 152 | OE nttans 
Pi oe eee oan 20 Rhea bce 2 Sem 
WOMEN 
i nS 20 | eT : eee ma ; peach = 
Elevator operators, passenger - -__| 130 | ca Racine cade ines aia kad : ; : ‘ 
Maids, chamber.._............. 549 SA desea aoa eas , e ; oo 
UOTE ese cece canes | 57 Se Ramee ous askhte as 


! The study covered year-round hotels (S. I. C. 7011 as defined in the Standard Industrial Classification 
Manual, 1949 edition, prepared by the Bureau of the Budget) employing 5! or more workers 

? Earnings data exclude tips and the value of free room and board, if any; also excluded are premium 
pay for overtime and for work on weekends, holidays, and late shifts. 
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Wage and related practices (based on predominant provisions in reporting 
establishments) * 





Percent of total plant 
employment 


(A) Shift differentials (plant workers) | : —_ 
2d shift | 3d or other 


I arent aa eenassbanbouumeanban : 


(a) Workers in establishments having nee for late shifts: 
With shift differentials ay ; ae ok 2 
With no shift differentials. -___. ASG Selo. aa = (2) (2) 
(6) Workers employed on late shifts: 
Receiving shift differentials...............- scaeaiabisca tole ee ’ 
Receiving no shift differentials.......................---- oe (3) (3) 


Percent of total plant 
employment 
(B) Scheduled weekly hours (first shift plant workers) 


Men Women 


RET WHE es ce etecnckes sede eA ee 100 


ON la iain nti ieiias ike mahahinmiabindeaanied pucesensnseyes| oy 100 


Percent of total 


employment 
(C) Paid holidays 


Plant 


All workers-..-- 


Receiving paid holidays - ---_- 
6 i 
7 days. 

Receiving no paid holidays 


Percent of total 
employment 
(D) Health, insurance, and pension plans 


All workers 


Workers in establishments providing: 
Life insurance 
Accidental death and dismemberment 
Sickness and accident 
Sick leave (full pay and no waiting period) 
Sick leave (part pay or waiting period) - 
Hospitalization 


Catastrophe insurance 

Retirement pension plan 

Health, insurance, or pension plan not listed above 
No health, insurance, or pension plan 








Footnotes at end of table. 
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Wage and related practices (based on predominant provisions in reporting 
establishments )'—Continued 





| Percent of total 





| employmerit 
(E) Vacation policies ¢ eae ieee nee 
Plant | Office 
SE taint en an igh iiennnnT~nd elisha niatiiaiiia 100 100 
After 1 year of service: | 
Workers in establishments having paid vacations........................ 100 | 100 
0 ich ainceciens lelneaititidaditenerihcinnataiaaitateriatanacmidsatteebininidsiiond M4 sw 
nnn... (cats on deetsatiet nisaseeonacseonesseent 10 | 9 
0 SE ee en paalbelitiddees La dicanibeusanmal 5} 4 
Workers in establishments having no paid vacations__................... a eee re aa 
After 3 years of service: 
Workers in establishments having paid vacations.................-..-...| 100 | 100 
2). 0 2eselt nosed Sumetgnemubndeesaadiweeboonacenses ae +a) we 
Workers in establishments having no paid vacations_................... cic tnlerulenaieiesiaiaicia diitindiedinanicareiagil 
After 5 years of service: 
Workers in establishments having paid vacations__..................- = 100 100 
I Se ee) eibaraeesabooonassenl 06 | w 
Workers in establishments having no paid vacations.................--- ie Be 
After 15 years of service: 
Workers in establishments having paid vacations __--_-_- pecbohbadibenans 100 | 100 
Se ee et dd eeanabenedbanesennee a) Pe) 
oR oh SS atl aul ae OP Ae TE oe RE ee 4 ® 


Workers in establishments having no paid vacations.....................|-.---.---..- 





1 Area coverage limited to the city limits. 
? Data not col > 
? Only 4 of the hotels studied provided shift differential pay, limited to bellhops, elevator operators, maids 
and pantrymen. 
‘ Less than 2.5 percent. 
NOTES 


she following notes described some of the important characteristics of the material summarized in this 
release. 

1, Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips, 
and allowances for room or board or other 47 in kind are excluded. Cost-of-living bonuses are con- 
sidered as part of the workers’ regular pay. ourly earnings reported for salaried workers are derived from 
regular salaries divided by the corresponding stan hours of work. The wages of learners, apprentices 
and handicapped workers are excluded from data for selected occupations but are ineluded in the total 
when data are presented for al] plant workers, men or women. The occupational classifications are based 
on written job descriptions that are available on request. 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the number 
of workers reported refers to those employed on all shifts. Furthermore, all employment estimates presented 
refer to the estimated total in all establishments in the industry and area, excluding only those below the 
minimum size studied. Generally, a greater proportion of large than of smal] establishments is studied 
Each group of establishments of a certain size, however, is given its proper weight in the combination of data. 

3. Shift differentia] data are presented in terms of (a) establishment policy, and (6) workers actually em- 
ployed on late shifts at the time of the survey. An establishment was considered as having a policy if it 
met any of the following conditions: (1) Operated late shifts at the time of the survey, or (2) had formal 
provisions covering late shifts. 

4. Information on w practices other than shift differentials is presented in terms of the proportion o 
workers employed in offices or plant departments that observe the practice in question. Due to rounding, 
sums of individual items do not necessarily equal totals. Tabulations of paid holidays (table C) are further 
limited to ean holidays. Data presented for health, insurance, and pension plans (table D) are confined 
to those for which at least a part of the cost is borne by the employer and exclude social security and work- 
men’s compensation. In the tabulations of vacation policies by years of service (table E), payments not on 
a time basis were converted; for example, a payment of 2 percent of annual earnings was considered as the 
equivalent of 1 week’s pay. 

5. The data on schedthed hours refer to the work schedules of full-time employees during the period 
— These schedules may be either longer or shorter than the hours beyond which premium overtime 

paid. 
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Wage and related practices (based on predominant provisions in reporting 
establishments) * 


PITTSBURGH, Pa., AREA, PAYROLL PERIOD JUNE 1955 
Serial No, PIT-136. 


| 

| Estimated | 
total in Actually 
industry studied 
and area 





| | 
Number of establishments with 51 or more workers oii steele 8 | 


Total employment in these establishments....__..__._____ : ; c 2, 697 | 





Hotels* 


Number of workers receiving straight-time 
hourly earnings of— 


| 


| $1.05 and under $1.10 | 


| 
| 
| 
| 
| 
| 


| $1.55 and under $1.60 | 


Occupation and sex 


| $1.00 and under $1.05 | 


Average hourly earnings ? 


Number of workers 
$1.15 and under $1.20 
$1.20 and under $1.25 | 
$1.25 and under $1.30 
| $1.35 and under $1.40 
$1.45 and under $1.50 
$1.50 and under $1.55 | 


$1.40 and under $1.45 


$1.30 and under $1.35 | 


| $1.10 and under $1.15 | 





t cguinceepalhigiatncitile nadia 


MEN 


Clearners, lobby................. 
Clarita; S00ME ss. ik 
Dinner or second cooks__......-- 
EPR WOUNOIG.. nn nnccncse- 
Housemen 


' 


a! 





Clerks, room 
III i eat 
Elevator operators, passenger-___- 
Maids, chamber. 

Pantrywomen 




















Number of workers receiving straight-time 
hourly earnings of— 


Occupation and sex 


Number of workers 
Average hourly earnings * 
$2.05 and under $2.10 


| $1.70 and under $1.75 
$1.75 and under $1 


Cleaners, lobby 

Clerks, room 

Dinner or second cooks-_...-...---.---- 
i ce 
a la in eke edneil 





WOMEN 


Clerks, room 1 
a aietcbiabentecicets 1 
Elevator operators, passengers_._-._.-| . 

1 





Maids, chamber 
Pantrywomen 














1 The study covered year-round hotels (S. I. C. 7011 as defined in the 1919 edition of the Standard Indus- 
trial Classification Manuals prepared by the Bureau of the Budget) employing 51 or more workers. 

? Earnings da‘a exclude tips and the value of free room and board, if any; also excluded are premium pay 
for overtime and for work on weekends, holidays, and late shifts. 








| 31.00 and under $1.00 | 


| e4.i0 G00 Over 
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Wage and related practices (based on predominant provisions in reporting 
establishments) * 





Percent of total plant 
employment 


(A) Shift differentials (plant workers) 





ai shift 3d or other 
} shift 
All workers.........- puaenaae’ s ‘ on 
a) Workers in establishments ann provisions for late shifts: | 
With shift differentials _— (3) | (*) 
With no shift differentials . nieaneae ; (3) | (?) 
h) Workers employed on late shifts: } 
Receiving shift differentials Sis (*) } @) 
Receiving no shift differentials__-- ; ‘ : @) } (*) 


Percent of total] plant 
employment 




















Men Women 
Sue...) caaiadpeeaanean sea cemeteian ome 100 | 100 
49 hours -. a Bia, eee ‘ a ‘ o6 100 
44 hours. -..-. 4 
Percent of total 
employment 
(C) Paid holidays aa ala ilhicatttatiina — 
Plant Office 
SE retin) saatiessal Aas anne + decbsntinnegcotiertnimed Sioaicenciaes satekonn Al 100 100 
a ois Caw ntpenen dip tecne>senneateonied ----| 36 100 
a a a ice Setlhe aii kite eatin cheat 36 100 
Receiving no paid holidays till eminem eet peda lacunae eon . | ete ae baer 
' 
Percent of total 
employment 
(D) Health, insurance, and pension plans Sh 
Plant Office 
All workers sea : ‘ 100 100 
wrkers in establishments providing: 
Life insurance . 100 100 
Accidental death and dismemberment 100 Qs 
Sickness and accident - - - - ‘ 100 100 
Sick leave (full pay and no waiting period) - - 36 
Sick leave (part pay or waiting period) . 
Hospitalization... _--- : c 7 100 100 
Surgical - - - By 30.4 . ‘ 100 100 
Medical : . ‘ . ‘ 100 100 
Catastrophe insurance . ; : 
Retirement pension plan 6 


Health, insurance, or pension plan not listed above 
No health, insurance, or pension plan 


Footnotes at at. of table. 
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Wage and related practices (based on predominant provisions in reporting 
establishments )'—Continued 


Percent of total 
(E) Vacation policies ea 


Plant | Office 


cel nineicmieaicnaineniteenmsuanntnaetiae 
After 1 year of service: 
Workers in establishments having paid vacations 
1 week : 
2 weeks... 
Workers in establishments having no paid vacations 
After 3 years of service: 
Workers in establishments having paid vacations... ____. 


After 5 years of service: 
Workers in establishments having paid vacations_....................... 
2 weeks__.._. ‘ 100 
Workers in establishments having no paid vacations.....................]-.-..---------} 22... ie 
After 15 years of service: 
Workers in establishments having paid vacations i 100 


1 Area cov limited to the city limits. 
? Data not collected. 
* Only 2 of the 8 hotels studied provided shift differential pay, limited to elevator operators, 


NOTES 
The following notes described some of the important characteristics of the material summarized in this 
lease 


re. ‘ 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips, 
and allowances for room or board or other payments in kind are excluded. Cost-of-living bonuses are con- 
sidered as part of the workers’ regular pay. ourly earnings reported for salaried workers are derived from 
regular salaries divided by the corresponding standard hours of work. The wages of learners, apprentices, 
and handicapped workers are excluded from data for selected occupations but are included in the total 
when data are presented for all plant workers, men or women. The occupational classifications are based 
on written job descriptions that are available on request. 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the number 
of workers reported refers to those employed on all shifts. Furthermore, all employment estimates presented 
refer to the estimated total in all establishments in the industry and area, excluding only those below the 
minimum size studied. Generally, a greater proportion of large than of small establishments is studied. 
Each group of establishments of a certain size, however, is given its proper weight in the combination of data. 

3. Shift differential data are presented in terms of (a) establishment policy, and (6) workers actually em- 
ployed on late shifts at the time of the survey. An establishment was considered as having a policy if it 
met any of the following conditions: (1) Operated late shifts at the time of the survey, or (2) had formal 
provisions covering late shifts. 

4. Information on wage practices other than shift differentials is presented in terms of the proportion of 
workers employed in offices or plant departments that observe the practice in question. Due to rounding, 
sums of individual items do not necessarily equal totals. Tabulations of paid holidays (table C) are further 
limited to full-day holidays. Data presented for health, insurance, and pension plans (table D) are confined 
to those for which at least a part of the cost is borne by the employer and exclude social security and work- 
men’s compensation. In the tabulations of vacation policies by years of service (table E), payments not on 
a time basis were converted; for example, a payment of 2 percent of annual earnings was considered as the 
equivalent of 1 week’s ar. 

5. The data on schedu hours refer to the work schedules of full-time employees during the period 
studied. These schedules may be either longer or shorter than the hours beyond which premium overtime 
is paid. 
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San Francisco, Cauiv., Apes, Parrott Pertop Jury 1955 


| No. 13-476. 
F.stimated 
tota! in Actually 
industry studied 
and area 
Number of establishments with 51 or more workers. 22 | i2 


tal employment in these establishments... ._. 4, 653 3, au0 


Hotels (average hourly earnings in selected occupations)’ 





- Number of workers receiving straight-time bourly 
§ earnings of 
“ FE i8/8)/8\/3\/8\/2\/e8\s\e\2\8 
Ss ay %*ese 8 8 &@ & BB Bi & 
Occupation and sex % 2 | sis Sisl siz sisisizis 
5 2 182\/2'8'8 2° 8'2\/8 2/813 
Ss a Sisisisisisisisisisjis 
+ 2 aT ar at oe) on ae ak a ee ae 
& 212/4,8/3/3,3 3/3/43) 5)4 
= SP igiagiaisisiaiaisisieiz2 
Z < 4 i488 8&8 B&B & BBB BIS 
MEN j 
leaners, lobby. - -- ae ia 9 $1.33 '.. 49 
lerks, room. .... ee 7 1.77 ] l l 4612 3 
r ner or second cooks.........-- 5 2.05 6 
»washers. ; 145 1.34 145 
Ele. vator operators, ‘Passenger. 122 1. 33 122 
Housemen........ fae 165 1.33 165 
Pantrymem...... ieee ensiecpeitieatnidnieia anaes D 1. 65 22 a 
WOMEN 
Dishwashers... ieee 35 1.34 35 
vator or erators, Passenger a 32 1. 33 32 
is, chamber. on ea 620 1.27 62 
I iktend cereccnccpees narieanale 13 4, 13 


Number of wor kets receiving straight-time hourly 


« 
earnings ol 
I aa ttt sd ; i. 
” = Sisi2isi28iSizsigiaisz 
~ 2 —w~lia lian |S iso iaiaiaiai s 
z a fF - te eo ad - Ae x Sad - A 
Occupation and sex & 2 Ssisisizsisisiszisisis 
z 5 Vi_aliziztiz~aliVisiswtiBeisi gs 
3 6 |531/831/53/581'5\/5/5'5)5}8)8 
. - vtgigigigigigigigi¢gigig 
s - 2'2\/|242\/242!'2/'/2/)\4/;2/\2/)2/2 
|] § |glaiaiaisiaieisiagia|s 
= >. eis isais i 8i8i 81'/82;/;82'2 8 
MEN | 
aners, Ste cks oS as 199 $1.3 
, room apa eee 76 1.77 1 6 6 3 5 1 2 
I or second cooks... ele 15} 2.05 2 7 
hwashers : papuceatidh 145 1. 34 
ator operators, p assenger abel 122 1.33 
isemen ‘ : 168 1. 33 
trymen D 2 i... 
WOMEN 
washers ae 35 1, 34 
stor ope a passenge Riemann 32 1.33 
chamber. . ; e 620), LZ 
ywomen.........._.- a 13 | 1. 68 
| 





he study covered year-round hotels (SIC 7011 as defined in the 1949 edition of the Standard Industrial 
fication Manual prepared by the Bureau of the Budget) employing 51 or more workers. 
Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 
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Wage and related practices (based on predominant provisions in reporting 
establishments) * 


Percent of total plant 


employment 
(A) Shift differentials (plant workers) 


2d shift 3d or other 
shift 


All workers 


(a) Workers in establishments having provisions for late shifts 
With shift ditferentials 
With no shift differentials 
Workers emploved on late shifts: 
Receiving shift differentials 
Receiving no shift differentials 


; 
{ 


Percent of total plant 


employment 
(B) Scheduled weekly hours (lst shift plant workers 


Men | Women 


All workers_. 100 
37% hours, 100 


Percent of total 


employment 
(C) Paid holidays 


Plant Office 


All workers 


Receiving paid holidays. 
5 days 
6 days 
7 days 
Receiving no paid holidays 


Percent of total 


employment 
(D) Health, insurance, and pension plans 


Plant Office 
Ali workers. 


Workers in establishments providing 
Life insurance 
Accidental death and dismemberment 
Sickness and accident 
Sick leave (full pay and no waiting period) 
Sick leave (part pay or waiting period) 
Hospitalization 
Surgical 
Medical 
Catastrophe insurance 
Retirement pension plan 
Health, insurance, or pension plan not listed above 
No health, insurance, or pension plan 


Footnotes at end of table. 
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Wage and related practices (based on predominant provisions in reporting 
establishments )'—Continued 








Per 
(E) Vacation poll 
i bar { he 
workers ‘ ia x 
fter | year of service 
\ orkers in establishments having paid vacations lw tr 
1 week ” 4 
2 weeks 4 ( 
“ orkers in establishments having no paid vacations 
$s years of service 
Workers in establishments having paid vacations iw lx 
2 weeks ix x 
Vorkers in establishments having ne paid vacations 
r 5 years of service 
Workers in establishments having paid vacations Lox ix 
2 weeks... 1) Lx 
Workers in establishments having no paid vacations 
15 years of service 
Vorkers in establishments having paid vacations 1) ie 
2 weeks. .... ; . we yt 
3 weeks... poll . “ 4 4 
Workers in establishments having no paid vacations 
{rea coverage limited to the city limits. 
Data not collected. 
4|] hotels studied provided extra pay for employees working on late shifts. Usual differentials included 
2 ts per shift for chamberziaids, and 75 cents per shilt for such jolts as lob! leaners, elevator oper ‘, 
and dishwashers, 
NOTES 
The following notes described some of the important characteristics of the material summarized in this 
t 


nless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
im overtime payments and shift differentials). Incentive payments, such as those resulting from 
cework, production bonuses, and commission systems are included, but nonproduction bonuses, tiy 
iowances for room or board or other payments in kind are excluded. ( t-of-living bonuses are cor 
lered as part of the workers’ regular pay. Hourly earnings reported for salaried workers are derived from 
reguiar salaries divided by the corresponding standard hours of work. The wages of learners, apprentices, 
i handicapped workers are excluded from data for selected occupations but are included in the total 
lata are presented for all plant workers, men or women. The occupational classifications are based 
ritten job descriptions that are available on request 
2 Although the earnings presented for an occupation exclude differentials for late-shift work, the number 


rkers reported refers to those employed on allshifts. Furthermore. all employment estimates presented 
fer to the estimated total in all establishments in the industry and area, excluding only those below the 
num size studied. Generally, a greater proportion of large than mall establishment tudied 
group of establishments of a certain size, however, is given its proper weight in the combination of da 
hift differential data are presented in terms of (a) establishment policy, and (+) workers actuall 
m late shifts at the time of the survey An establishment was considered as having a polic 
y of the following conditions: (1) Operated late shifts at the time of the survey, or (2) had f 
sons covering late shifts. 
Information on wage practices other than shift differentials is presented in terms of the proportion oi 
rkers employed in offices or plant departments that observe the practice in questior Due to rounding, 
xf individual items do not necessarily equal totals. Tabulations of paid holidays (table C) are further 


ted to full-day holidays. Data presented for health, insurance, and pension plans (table D) are confir 
nose for which at least a part of the cost is borne by the employer and exclude social security and work 
compensation. In the tabulations of vacation policies by years of service (table E), payments not on 
e basis were converted; for example, 2 payment of 2 percent of annual earnings was considered as the 
vaknt of 1 week's pay. 
The data on scheduled hours refer to the work schedules of full-time employees during the period 
studied. These schedules may be either longer or shorter than the hours yond which premium overtime 


er i 
aid, 
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SEATTLE, WAsSH., AREA, Parrott Periop June 1955 
Seria] No. 13-470. 


ee 

Estimated | 

total in in- Actually 
| ae dustry and studied 

area 

} 
-} 
| 


Number of establishments with 51 or more workers... __- 
Total employment in these establishments -.- -_____-- 


Hotels’ 


) ~ $$. 





Number of workers receiving straight-time 
hourly earnings of— 


] 
| 
| 


$1.60 and under $1.65 


Occupation and sex 


| $1.50 and under $1.55 


| 


Number of workers 


Average hourly earnings ? 


$1.35 and ender $1.40 
$1.40 and under $1 45. 


$1.15 and under $1.20 
$1.20 and under $1.25 
$1.25 and under $1.30 
| $1.30 and under $1.35 
| $1.45 and under $1.50 
$1.55 and under $1.60 


MEN 
Hotel service: 
Cleaners, lobby 
Clerks, room a ee ah cee ae 
Elevator operators, passenger - - __-- - : 
Housemen 
Kitchen: 
Dinner or second cooks. - -_------ 
Dishwashers. 
Pantrymen 








S 





Hotel service: 
Elevator operators, passenger - ------_- 
Maids, chamber 

Kitchen: Pantrymen 


: BF: 











| 
| 
| 
a 
' 
| 
+ 
p2 


Number of workers receiving straight-time 
hourly earnings of— 


HE 
| 


Occupation and sex 


Number of workers 
Average hourly earnings ? 


| $1.65 and under $1.70 

| $1.70 and under $1.75 

$1.75 and under $1.80 
$1.80 and under $1.85 
$1.85 and under $1.90 
$1.95 and under = 
$2.00 and ‘under = 


MEN 
Hotel service: 
Cleaners, lobby 
Clerks, room. 
Elevator operators, passenger 


Kitchen: 
Dinner or second cooks. ......_.....-- 
Dishwashers 
Pantrymen 








WOMEN 

Hotel service: 
Elevator operators, passenger . 28 
Maids, chamber .19 

Kitchen: Pantrymen....- 42 | 








1 The study covered year round hotels with more than 50 workers as defined by the Standard Industrial 
Classification Manual (1945 edition) prepared by the Bureau of the Budget. 

? Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. Earnings 
data also exclude tips and the value of free room and board, if any. 
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Wage and related practices (based on predominant provisions in reporting 
establishments) ' 








Percent of total plant 
employment 
(A) Shift differentials (plant workers) =i _ 


2d shift 3d or other 
shift 





Bc htchinditaced cntiatinnabinisninkcentenbneinniicamentrbiics pinenmenan 100 100 


a) Workers in establishments having poorietens for late shifts: 

















V ith shift differentials. ........... eee (7) (7) 
Se Se III, ooo nor ancascccageqesnes : (3) (7) 
+) Workers employed on late shifts: Receiving shift differentials... (*) (*) 
Percent of tota] plant 
| employment 
(B) Scheduled weekly hours (lst shift plant workers) ae 
Men Women 
Al) WORE ose cieicreicccnwacdndacsocesccusssesnbacsiabhnibbabepaee dian 100 100 
i ae 100 


Percent of tota] 





employment 
(C) Paid holiday: sista elegy 
Plant | Office 
All workers 
Receiving paid holidays 
i a 











Percent of total 
employment 
(D) Health, insurance, and pension plans beets 
| Plant Office 
| 
ate siceleicindh s+ cde iva itetna Anan aired puabecininneadans eee 100 100 
Workers in establishments providing: | | 
Bele Se Sind senktd celle AG Ankan «oyanisiibodensin ee saan ea 
Accidental death and dismemberment... ------.- epibiendubhiiin hss tieatiace | 100 100 
UCI OG COUN a. ~ conn 5 «sn de~ annie eedceacdeoerenes ; i 100 
Sick leave (full pay and no waiting period) aii idatinlh haiaondeoes j dei cdesaaaibelel . 
Sick leave (part pay or waiting puma) has laalach iid nchedasallahcaihsicahsitie apices S cissaahina es —— eee , 
NS gains a bicsbih ciehbhapied baile atcknetmineh basin aie ihicincinhnnel 100 | 100 
SOIGION . sions insnw vances nncantoneerecncorecsnenceennesececesereesce: pa 100 | 100 
I see aie aati ae at abide etchegehneee ; ; 100 100 
Catastrophe RR gto ok » 


tetirement pension plan - - 
Health, insurance, or pension plan not listed above. 
No health, insurance, or pension plan 


Footnotes at end of table. 
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Wage and related practices (based on predominant provisions in reporting 
establishments )'—Continued 


Percent of total 
employment 
(E) Vacation policies 


Plant Office 


All workers 


After 1 year of service: 
Workers in establishments having paid vacatiqns............-..---.-..-- 
1 week. ° = —_ ab eheacee 
Workers in establishments having no paid vacations... 
After 3 years of service: 
Workers in establishments having paid vacations --- 
2 weeks.... 
Workers in estab! 
After 5 years of service: 
Workers in establishments having paid vacations ---- 
2 weeks_____. ‘ ae os 
Workers in establishments having no paid vacations ----- 
After 15 years of service: 
Workers in establishments having paid vacations--------- 
2 weeks___. a cdeae a eaealanenaiea teenie 
Workers in establishments having no paid vacations 


1 Downtown Seattle. 

2 Data not collected. 

’ Cooks, dishwashers, and pantrymen in all of the hotels studied received shift differential pay—$1 above 
the day rate on shifts starting between 7 p. m. and 5a. m. 


NOTES 


The following notes described some of the important characteristics of the material summarized in this 
release: 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips, 
and allowances for room or board or other payments in kind are excluded. Cost-of-living bonuses are con- 
sidered as part of the workers’ regular pay. Hourly earnings reported for salaried workers are derived from 
regular salaries divided by the corresponding standard hours of work. The wages of learners, apprentices, 
and handicapped workers are excluded from data for selected occupations but are included in the total 
when data are presented for all plant workers, men or women. The occupational classifications are based 
on written job descriptions that are available on request. 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the number 
of workers reported refers to those employed on allshifts. Furthermore, allemployment estimates presented 
refer to the estimated total in all establishments in the industry and area, excluding only those below the 
minimum size studied. Generally, a greater proportion of large than of small establishments is studied. 
Each group of establishments ofa certain size, however, is given its proper weight in the combination of data. 

3. Shift differential data are presented in terms of (a) establishment policy, and (6) workers actually em- 
ployed on late shifts at the time of the survey. An establishment was considered as having a policy if it 
met any of the following conditions: (1) Operated late shifts at the time of the survey, or (2) had formal 
provisions covering late shifts. 

4. Information on wage practices other than shift differentials presented in terms of the proportion of 
workers employed in offices or plant departments that observe the practice in question. Because of round- 
ing, sums of individual items do not necessarily equal totals. These summaries are limited to formal ar- 
rangements. Tabulations of paid holidays (table C) are further limited to full-day holidays. In the tabu- 
lations of vacation policies by years of service (table E), payments other than “length of time,’’ such as 
percentage of annual earnings or flat-sum payments, are converted to an equivalent time basis; for example, 
a payment of 2 percent of annual earnings is considered as 1 week’s pay. 

5. The data on scheduled hours refer to the work schedules of full-time employees during the period 
studied. These schedules may be either longer or shorter than the hours beyond which premium overtime 
is paid. 
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Sprinerrerp-HoLiyoke, Mass., Arka, Parrott Periop Jury 1955 
Serial No. 462. 


Number of establishments with 51 or more workers 
Total employment im these establishments. 


‘Hotels . 





Number of workers receiving straight-time hourly 
earnings of 


| 
| 
| 
| 
| 
| 
j 
} 


0 
I 


ler $0.95 
ler $1 


Occupation and sex 


nd ur 


Average hourly earnings ? 


$0.80 and under $0.85 | 


$0.85 and under $0.90 | 


Number of workers 
$0.70 and under $0.75 
$0.75 and under $0.80 


$0.65 and under $0 
$0.90 a 

$0.95 and under $1.00 
$1.00 and un 


| 
| 
} 
} 
| 
| 
\ 
| 


Ce BO i titiariiaittncenstenill 

Dinner or second cooks. ___| 

Dishwashers i. : 

Elevator operators, passen- 
ger ‘ — . 

Housemen.. 

Pantrymen 


WOMEN 


DIONNE is onc ecck cee, 
Elevator, operators passen- | 

ger sails * i | cies ae { : 
Maids, chamber - 93 wml ae . 15 


Pantrywomen.............-_] | : ; pC ae Paes 5 


Number of workers receiving straight-time hourly 
earnings of— 


| 
| 
| 


70 


Occupation and sex 


| $1.30 and under $1.35 


id under $1.75 


50 and under $1.55 


5 
at 

ft 

“ 


Oa 


‘ 


.55 and under $1.60 | 





Number of workers 
Average hourly earnings 2 


$1.90 and over 


$1.35 and under $1.40 
| $1.45 and under $1.50 
} $1.85 and under $1.90 


| $1.75 and under $1.80 
$1.80 and under $1.85 


$1.60 and under $1.65 


$1.65 and under $1. 


| $1 
$1 


| 
| 


| $1. 


} 
\ 


$1.40 and under $1.45 


MEN 


Clerks, room 

Dinner or second cooks 

Dishwashers. Ss we katte ae 

Elevator operators, passen- 
ies 

Housemen 





WOMEN 


Dini 21 
Elevator operators, passen- | 

i. : | 12 | 
Maids, chamber 85 | 
Pantrywomen.__. 18 | 


! The study covered year-round hotels (SIC 7011 as defined in the 1949 edition of the Standard Industrial 
Classification Manual prepared by the Bureau of the Budget) employing 51 or more workers. 

? Excludes premium pay for overtime and for work on weekends, holidays, and late shifts. 

* Workers were distributed as follows: 1, at $1.90 to $1.95; 1, at $2.35 to $2.40; 1, at $2.60 to $2.70. 
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Wage and related practices (based on predominant provisions in reporting 
establishments) ' 


Percent of total plant 
employment 
(A) Shift differentials (plant workers) or _—— 
2d shift 3d or other 


aa ieanrccetiepesenitneicninineeilnhinae lain toes hii 
(a) Workers in establishments having an isions for late shifts: 
With shift differentials 
With no shift differenentials..................--- 
(5) Workers employed on late shifts: 
Receiving shift differentials R 
Receiving no shift differentials_...._.-.-- 





Percent of total plant 
employment 
(B) Scheduled weekly hours (1st shift plant workers) 


Women 


All workers 


40 hours. -- 
48 hours... 





Percent of total 
employment 


Receiving paid holidays.-_.-...--.--- 
3 days Genindoe 
4 days 
5 days i Leieicielihapaiainne sient 
CSE SS a ee 
ae dapnisk madiaiea ath emeraiecniert date 
a 
9 days -- cninkmag 
Receiving no paid holidays. aren 








Percent of total 
employment 
(D) Health, insurance, and pension plans 


All workers 


Workers in establishments providing: 
Life insurance 
Accidenta! death and dismemberment 
Sickness and accident. - - - 
Sick leave (full pay and no waiting NG acd nnkchaipinathnkabonesad 
Sick leave (part pay or waiting period) 
Hospitalization 


Catastrophe insurance 

Retirement pension plan - 

Health, insurance, or pension plan not listed above 
No health, insurance, or pension plan 





Footnotes at end of table. 
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Wage and related practices (based on predominant provisions in reporting 
establishments )'—Continued 


Percent of total 
employment 
(E) Vacation policies 


Plant C fice 


All workers.... 


After 1 year of service: 
Workers in establishments meting as vacations... 
1 week 
2 weeks.... 
Workers in establishments having no ‘paid vacations 
After 3 years of service: 
Workers in establishments having paid vacations_. 


2 weeks.....__. oe 4 ; . : m 
Workers in establishments having no paid vacations... 
After 5 years of service: 
Workers in establishments hav ing paid vacations... 
aia ti nsdn ltcaliiaicamianini . 
3 weeks_- 
Workers in establishments having no paid vacations... 
After 15 pare of ser vice: 
Workers in establishments papay os vacations... _.. 7 
Nara . =H SE a J : 81 
3 weeks___. sesh uae 19 
Workers in establishments having no paid. vacations. 


Includes the Springfield-Holyoke standard metropolitan area as defined by the Bureau of the Census. 
? Data not collected. 


? Shift differential payments not provided by any of the hotels studied 


NOTES 
The following notes described some of the important characteristics of the material summarized in this 
Se 


reiease. 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips, 
and allowances for room or board or other payments in kind are excluded. Cost-of-living bonuses are con- 
idered as part of the workers’ regular pay. Hourly earnings reported for salaried workers are derived from 
regular salaries divided by the corresponding standard hours of work. The wages of learners, apprentices, 

i handicapped workers are excluded from data for selected occupations but are included in the total 
when data are presented for all plant workers, men or women. The occupational classifications are based 
on written job descriptions that are available on request. 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the number 
of workers reported refers to those employed on all shifts. Furthermore, all employment estimates presented 
refer to the estimated total in all establishments in the industry and area, excluding only those helow the 
minimum size studied. Generally, a greater proportion of large than of small establishments is studied. 
Each group ofestablishments of a certain size, however, is given its proper weight in the combination of data 

3. Shift differential data are presented in terms of (a) establishment policy, and (6) workers actually em- 
ployed on late shifts at the time of the survey. An establishment was considered as having a policy if it 
met any of the following conditions: (1) Operated late shifts at the time of the survey, or (2) had formal 
provisions covering late shifts. 

4. Information on wage practices other than shift differentials is presented in terms of the proportion of 
workers employed in offices or plant departments that observe the practice in question. Due to rounding, 

ims of individual] items donot necessanly equal totals. Tabulations of paid holidays (table C) are further 

mited to full-day holidays. Data presented for health, insurance, and pension plans (table D) are confined 

those for which at least a part of the cost is borne by the employer and exclude social security and work- 
2en's compensation. In the tabulations of vacation policies by years of service (table E), payments not on 
a time basis were converted; for example, a payment of 2 percent of annual earnings was ’ considered as the 
equivalent of 1 week’s pay. 

5. The data on scheduled hours refer to the work schedules of full-time employees during the period 


studied. These schedules may be either longer or shorter than the hours beyond which premium overtime 
is paid. 


SI 
1 
ul 
¢ 
u 
m 
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Wasuinoton, D. C., Area, Payrotyt Pertop Jury 1955 


Serial No. 664 


Estimated 
| total in in- 
| dustry and 
in area | 


Number of establishments with 51 or more workers. 26 
Total employment in these establishments - - -- 5, 336 | 


Hotels (average hourly earnings for selected occupations) * , 


Number of workers receiving straight-time hourly 


earnings of— 


| 
1 
} 
| 


70 
75 
$0.85 and under $0.90 | 


$0.70 and under $0.75 


$0.55 and under $0.60 | 


$0.95 and under $1.00 


Occupation and sex 


5 and under $0.80 


$0.80 and urder $0.85 


Number of workers 
$0.60 and under $0.65 | 
$0.65 and under $0. 


i 
1 
| 
| 
| 
' 
| 
Average hourly earnings ? 
$0. 


| 


$0.90 and under $0.95 


Cleaners, lobby-- 

Clerks, room... 

Dinner or second cooks... 

Dishwashers. 

Elevator operators, passen- | 
ger. : ma — 

Housemen 

Pantrymen. 


~~ 
R 


| 
WOMEN | 


ne. te ie 2k 
— operators, passen- | 
‘ Laoal ae =f 
Maids, chamber_._________- 7 : cL ce 
Pantrywomen________ a. : ood ----| 10 

















| $1.05 and under $1.10 


| 
| 


| $1.00 and under $1.05 | 


$1.10 and under $1.15 


20 


5 and under $1 


Number of workers receiving straight-time hourly 


earnings of— 


Occupation and sex 


Number of workers 
Average hourly earnings ? 
| $1.60 and under $1.70 
| $1.70 and under $1.80 


MEN 


Cleaners, lobby-...............-- 
Clerks, room. .-._- 

Dinner or second cooks 
Dishwtshers_-. 

Elevator operators, passenger ---- 
Housemen 

Pantrymen 








WOMEN 





Dishwashers..... __- Re 87 - 82 
Elevator operators, passenger - bon 78 . 85 
Maids, chamber 718 79 | ipl cipal oainee 
Pantrywomen : 79 . 82 \- eRe aa Sasa taomhhcrsad 

















$1.90 and under $2.00 | 


| $2.00 and over 


i 


1 The study covered year-round hotels (group 7011 as defined in the 1949 edition of the Standard Industrial 


Classifie:tion Manual prepared by the Bureau of the Budget) e —7. ing 51 or more workers. 
2 Earnings data exclude tips and the value of free room and boar 
for overtime and for work on weekends, holidays, and late shifts. 


if any; also excluded are premium pay 





$1.15 and under $1.20 


| $2.00 and over 
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Wage and related practices (based on predominant provisions in reporting 
establishments) * 


(A) Shift differentials (plant workers 


All workers... 


Workers in establishments having provisions for late shifts 
With shift differentials 
With no shift differential 
Workers employed on late shifts 
Receiving shift differentials 
Receiving no shift differentials 


(B) Scheduled weekly hours (Ist shift plant workers 


Percent of total 
employment 
(C) Paid holidays 


j 


All workers___. 


Receiving paid holidays ---- 
1 day 
SG oe 
4 days yea 
OGG oe. . 
6 days... 
Sdays. . 

Receiving no paid holidays 


Percent of total 
employment 


Plant Office 


BD WR ss hs Acai dlitiadebeens iscteictiteahiel b cdatiieenntepiipheltbbencmmnied 


Workers in establishments providing: 
Life insurance 
Accidental death and dismemberment 
Sickness and accident 
Sick leave (full pay and no waiting period) 
Sick leave (part pay or waiting period) 
’ ospitalization 
Surgical 5 
TS a ia i tc SS Se ee 
cr  etendipadpaadeskesummbare aes 3 
Retirement pension plan 
} ealth, insurance, or pension plan not listed above 
No health, insurance, or pension plan 





Footnotes at end of table. 
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Wage and related practices (based on predominant provisions in reporting 
establishments )’—Continued 


— 


Percent of total 
employment 
(E) Vacation policies a cna 
Plant Office 


All workers 


After 1 year of service: 
Workers in establishments having paid vacations 
1 week 
2 weeks 
Workers in establishments hav ing no paid v acations 
After 3 years of service: 
Workers in establishments having pan vacations... 
1 week Ce 
2 weeks _.. ROI Bee 
Ww orke rs in establishments hav ing no paid vacz ations 
After 5 years of service: 
Workers in establishments having paid vacations 
1 week 
2 weeks 
Workers in establishments hav ing no paid vacations 
After 15 years of service: 
Workers in establishments aortas paid vacations 
1 week 
2 weeks-. 
Ww orkers in est: iblishme nts having no paid vacations 


SS 


! Area coverage limited to the city limits. 

2 Data nt collected. 

3 Shift differential payments not provided by any of the hotels studied. 
4 Less than 2.5 percent, 


NOTES 


ape following notes described some of the important characteristics of the material summarized in this 
release. 

1. Unless designated otherwise the wages reported represent straight-time hourly earnings (excluding 
premium overtime payments and shift differentials). Incentive payments, such as those resulting from 
piecework, production bonuses, and commission systems are included, but nonproduction bonuses, tips, 
and allowances for room or board or other payments in kind are excluded. Cost-of-living bonuses are con- 
sidered as part of the workers’ regular pay. Hourly earnings reported for salaried workers are derived from 
regular salaries divided by the co es standard hours of work. The wages of learners, apprentices, 
and handicapped workers are excluded from data for selected occupations but are included in the total 
when data are presented for all plant workers, men or women. The occupational classifications are based 
on written job descriptions that are available on request. 

2. Although the earnings presented for an occupation exclude differentials for late-shift work, the number 
of workers reported refers to those employed on all shifts. Furthermore, all employment estimates presented 
refer to the estimated total in all establishments in the industry and area, excluding only those below the 
minimum size studied. Generally, a greater proportion of large than of small establishments is studied. 
Each group of establishments ofa certain size, however, is given its proper weight in the combination of data. 

Shift differential data are presented in terms of (a) establishment policy, and (6) workers actually em- 
ployed on late shifts at the time of the survey. An establishment was considered as having a policy if it 
met any of the following conditions: (1) Operated late shifts at the time of the survey, or (2) had formal 

provisions covering late shifts. 


4. Information on wa - practices other than shift differentials is presented in terms of the proportion of 


workers employed in offices or plant departments that observe the practice in question. Due to rounding, 
sums of individual items do not necessarily equal totals. Tabulations of paid holidays (table C) are further 
limited to full-day holidays. Data presented for health, insurance, and pension pee (table D) are confined 
ito those for which at least a part of the cost is borne by the employ er and exclude social security and work- 
men’s compensation. In the tabulations of vacation policies by years of service (table E), payments not on 
a time basis were converted; for example, a payment of 2 percent of annual earnings was considered as the 
equivalent of 1 week’s pay. 

5. The data on scheduled hours refer to the work schedules of full-time employees during the period 
aaees. These schedules may be either longer or shorter than the hours beyond which premium overtime 

paid. 
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STaTE OF New YorK, DEPARTMENT oF Lanon—MINIMUM Wace Onper No. 6-c ror 
THE Hore. InpUstry Brrecrive Octoser 11, 1954. PromvuLoatTen PURSUANT To 
ARTICLE 19 or THE LaBor Law 


I. THE FOLLOWING MINIMUM WAGE STANDARDS SHALL APPLY TO ALL-YEAR HOTELS 


A. Nonresidential employees 


1. Basic hourly rate 


New York City.—The basic minimum hourly rate for employees who work over 
30 hours and up to and including 40 hours in any week shall be as follows: 


(a) Nonservice employees: 
Employees who receive no meals 
Employees who receive 1 meal per day 
Employees who receive 2 or more meals per day 
Service employees (except bellboys and baggage porters) : 
Employees who receive no meals 
Employees who receive 1 meal per day 
Employees who receive 2 or more meals per day 
Bellboys and baggage porters: 
a ee eee a . 48 
Employees who receive 1 meal per day . 43 
Employees who receive 2 or more meals per day . 38 


The remainder of the State—For 3 years from February 15, 1953, the basic 
minimum hourly rate for nonresidence employees who work over 30 hours and 
up to and including 44 hours in any week, and thereafter for nonresidential 
employees who work over 30 hours and up to and including 43 hours in any 
week, shall be as follows: 


(a) Nonservice employees: 
Employees who receive no meals 
Employees who receive 1 meal per day 
Employees who receive 2 or more meals per day 
(b) Service employees (except bellboys and baggage porters) : 
Employees who receive no meals 
Employees who receive 1 meal per day 
Employees who receive 2 or more meals per day 
Bellboys and baggage porters: 
Employees who receive no meals 
Employees who receive 1 meal per day 
Employees who receive 2 or more meals per day 


2. Part-time hourly rate 


If any nonresidential employee works 30 hours or less in any week, at the direc- 
tion of the employer, she is to receive 4 cents per hour additional for each hour 
worked up to and including 30 hours. 

In no event shall the earnings for hours worked totaling more than 30 hours in 
any week be less than the total amount that may be earned at the part-time rate 
for 30 hours in any such week. 

The part-time hourly rate shall not apply to full-time employees who volun- 
tarily absent themselves for any period during a week. 


3. Overtime rate 


The minimum hourly rate for nonresidential employees in all-year hotels in (a) 
New York City, for work in excess of 40 hours in any week; and (6) the remainder 
of the State, for work in excess of 44 hours in any week for 3 years from February 
15, 1953, and thereafter for work in excess of 43 hours in any week, shal! be time 
and one-half the basic minimum rate applicable to the classification of the em- 
ployee and the number of meals received in the case of employees earning the 
minimum rate for their classification. For employees paid more than the basic 
minimum hourly rate who work in excess of the basic weekly hours in any week, 
the rate for the overtime shall be such that the employee shall receive not less for 
the full week than would be received by any employee earning the minimum rate. 
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B. Residential employees 
1. Basic minimum weekly rate 


The minimum weekly rate for residential employees who work 44 hours or less 
in any week shall be as follows: 


New York City: 

Smployees who receive lodging but no meals 

Employees who receive lodging and meals____._______-_--_-_--------.- 
The remainder of the State: 

Employees who receive lodging but no meals 

Employees who receive lodging and meals 


2. Exceptions to weekly rate 


The minimum weekly rate shall be prorated during the first week of employment 
of new employees who have been hired after the beginning of the week; for em- 
ployees who have been dismissed as unsatisfactory or whose employment has ter- 
minated before the end of the week; for employees who voluntarily absent them- 
selves ; and for employees who are prevented from rendering service for more than 
6 consecutive hours because of riot, act of God, or stoppage due to general 
breakdown of equipment. 


3. Overtime rate 


The minimum hourly rate for residential employees for work in excess of 44 
hours in any week shal! be time and one-half the basic minimum rate applicable to 
the employee based on a 44-hour week. 


C. Additional rate—split shift and spread of hours 


On any day (a) in which the spread of hours exceeds 10, or (0) in which there 
is more than 1 interval off duty (excluding any meal period of 1 hour or less), 
or in which both situations occur, an employee shall receive 75 cents in addition 
to the hourly wages earned. (The additional rate shall not apply to residential 
employees. ) 


D. Minimum daily rates 


(a) A nonresidential employee who, by request or permission of the employer, 
reports for duty on any day, whether or not assigned to actual work, shali be 
paid for at least 3 hours for 1 shift of 3 consecutive hours or less. 

(lb) A nonresidential employee who, by request or permission of the employer, 
reports for duty twice on any day, whether or not assigned to actual work, shall 
be paid for at least 6 hours for 2 shifts totaling 6 hours or less. 

(c) A nonresidential employee who, by request or permission of the employer 
reports for duty 3 times on any day, whether or not assigned to actual work, 
shall be paid for at least 8 hours for 3 shifts totaling 8 hours, or less. Payment 
shall be made at the minimum hourly rate applicable to the classification of the 
employee, the number of meals received, and the total number of hours of working 
time for that week. 

This regulation shall not apply to an employee who is a student under 18 years 
of age, on a work day when he or she is required to attend school, but such an 
employee shall be paid for each hour or fraction thereof of actual work or 
permitted attendance, not less than the minimum hourly rate applicable to such 
an emplovee. 

E. Rate for waiting time 

Waiting time (other than time off duty for split shift), during which a non- 
residential employee is required or permitted to wait during the work day 
while no work is provided by the employer, shall be counted as working time. 
Such waiting time shall be paid for at not less than the minimum hourly rate 


applicable to the classification of employee, the number of meals received, and 
the total number of hours of working time for that week. 


Il. THE FOLLOWING REGULATIONS TO SAFEGUARD THESE MINIMUM WAGE STANDARDS 
IN ALL-YEAR HOTELS SHALL APPLY TO ALL EMPLOYEES, EXCEPT AS OTHERWISE 
PROVIDED 


1. Uniforms.—The employer'is to furnish and to launder, clean, and maintain 
uniforms for all employees. However, if the employee shall have furnished 
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such uniforms at the request or direction of the employer, or as a condition of 
ewployment, the employer shall reimburse the employee for the cost thereof not 
later than 1 week after the furnishing of such uniforms or the time of the next 
payment of wages, whichever comes later and regardiess of whether the employee 
leaves his employment within such period or not. If the employee leaves within 
such period he shall be reimbursed for the cost of the uniform at or before leaving. 
The employer may elect to pay regularly to employees an additional 3 cents per 
hour in lieu of laundering, cleaning, and maintaining uniforms. 

2. Lodging and meals.—No charge shall be made by an employer for lodging 
or for any meal furnished by the employer to an employee whose compensation 
is predicated on the inclusion of lodging and meals except as herein indicated. 

A nonresidential employee in an all-year hotel, working less than 5 hours 
on any day and receiving meals, shall be paid not less than the hourly rate for 
employees who receive 1 meal per day. However, such a nonresidential em- 
ployee working on a split-shift on any day shall receive one meal for each con- 
secutive period of hours worked on that day. 

A residential employee receiving meals shall receive 3 meals per day for 6 days 
a week and lodging for the entire week. In no event shall the employer charge 
for meals if supplied on the seventh day. 

Nothing herein contained shall prevent such employees purchasing from the 
employer, or the employer selling to the employee, meals at other times or 
places than those provided as part of their compensation. 

3. Travel time and erpense.—Any nonresidential employee in an all-year hotel 
required or permitted to travel from one establishment to another of the same 
employer after the beginning or before the close of the working day shall be 
compensated for travel time at the nonservice rate and shall be reimbursed for 
carfare. 


Il. THE FOLLOWING MINIMUM WAGE STANDARDS SHALL APPLY TO RESORT HOTELS 


A. Minimum full-time weekly rate 


The minimum weekly rate for employees in resort hotels who work 48 hours or 
less in any week but more than 3 days or 24 hours shall be as follows: 


1. Service employees : 
Employees who receive 3 meals per day and lodging 
Employees who receive 3 meals per day but no lodging 
Employees who receive lodging but no meals_____________ sagen omaaaael 
Employees who receive neither meals nor lodging__.._-_._.________ oma 
2. Chambermaids: 
Employees who receive 3 meals per day and lodging_____- ‘alt 
Employees who receive 3 meals per day but no lodging_______-________ 
Employees who receive lodging but no meals_________________________ 
Employees who receive neither meals nor lodging__.________________ aa 
3. Nonservice employees: 
Employees who receive 3 meals per day and lodging 
Employees who receive 3 meals per day but no lodging 
Employees who receive lodging but no meals____ tciteieictinal 5 Sette enilhicnceatdinicasii ei 
Employees who receive neither meals nor lodging 


B. Exception to weekly rate 


The minimum weekly rate shall be prorated during the first week of employ- 
ment of new employees who have been hired after the beginning of the week: 
for employees who have been dismissed as unsatisfactory or whose employment 
has terminated before the end of the week; for employees who voluntarily absent 
themselves; and for employees who are prevented from rendering service for 
more than 6 successive hours because of riot, act of God, or stoppage due to 
general breakdown of equipment. 


C. Part-time hourly rate 


The minimum hourly rate for employees who work 3 days or less or 24 hours 
or less in any week shall be one-fortieth of the applicable weekly rate. 


D. Overtime rate 


The minimum hourly rate for employees who work in excess of 48 hours in 
any week shall be time and one-half the basic minimum rate applicable to the 
classification of the employee based on a 48-hour week. The minimum hourly 
rate for employees who work on the seventh consecutive day in any week 
shall be time and one-half of the basic minimum rate applicable to the classi- 
heation of the employee for the hours worked on such seventh consecutive day. 
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FE. Minimum daily rate 


An employee employed at the part-time hourly rate who, by request or permis- 
sion of the employer, reports for duty at the beginning of his or her work shift, 
regardless of whether he or she is assigned to actual work for the full 3 hours, 
Shall be paid for at least 3 hours on any shift at the minimum hourly rate 
applicable to that employee. 


I’. Rate for waiting time 


Waiting time (other than time off duty for split-shift) during which an em- 
ployee, employed at the part-time hourly rate, is required or permitted to wait 
during the workday while no work is provided by the employer, shall be counted 
as working time. Such waiting time shall be paid for at not less than the 
minimum hourly rate applicable to that employee. 


IV, THE FOLLOWING REGULATIONS TO SAFEGUARD THESE MINIMUM-WAGE STANDARDS 


IN RESORT HOTELS SHALL APPLY TO ALL EMPLOYEES, EXCEPT AS OTHERWISE PRO- 
VIDED 


1. Uniforms.—The employer is to furnish and to launder, clean, and maintain 
uniforms for all employees. However, if the employee shall have furnished such 
uniforms at the request or direction of the employer, or as a condition of employ- 
ment, the employer shall reimburse the employee for the cost thereof not later 
than 1 week after the furnishing of such uniforms or the time of the next pay- 
ment of wages, whichever comes later and regardless of whether the employee 
leaves his employment within such period or not. If the employee leaves within 
such period he shall be reimbursed for the cost of the uniform at or before leaving. 

The employer may elect to pay regularly to employees an additional 3 cents 
per hour, but not to exceed $1.44 in any week, in lieu of laundering, cleaning, and 
maintaining uniforms. 

2. Lodging and meals.—No charge shall be made by an employer for lodging 
or for any meal furnished by the employer to an employee whose compensation 
is predicated on the inclusion of lodging and meals except as herein indicated. 

An employee in a resort hotel receiving meals, who is employed at the part-time 
hourly rate and who works less than 5 hours on any day shall receive 1 meal on 
such day. Such employee working 5 hours or more on any day shall receive 2 
meals on such day. In any case such employee working on split shift on any day 
shall receive 1 meal for each consecutive period of hours worked on that day. 

Nothing herein contained shall prevent such employees purchasing from the 
employer, or the employer selling to the employee, food in addition to meals pro- 
vided as part of their compensation. 


Vv. THE FOLLOWING REGULATIONS TO SAFEGUARD THE MINIMUM-WAGE STANDARDS IN 
ALL-YEAR AND RESORT HOTELS SHALL APPLY TO ALL EMPLOYEES 


1. Gratuities —In no event shall gratuities from patrons or others be consid- 
ered as part of the minimum wage. 

2. No deductions.—The minimum wage shall be subject to no deductions what- 
soever except as authorized by statute. 

3. Apprentices and learners.—Learners and apprentices shall be paid not less 
than the minimum wage. This provision has no application to handicapped 
workers or students in hotel administration courses in universities, collezes, 
junior colleges, high schools, or institutes as elsewhere covered in this order. 

4. Handicapped workers.—No employee whose earning capacity has been im- 
paired may be paid less than the minimum wage, until a special license, issued 
in accordance with the provisions of section 658 of the labor law, has been 
obtained by the employer from the division of industrial relations, women in 
industry and minimum wage. 

5. Diversified employment.—An employee who works at diversified employ- 
ment shall be paid the minimum rate for the highest paid occupation at which 
she works for each day of such diversified employment under this order, pro- 
vided that she works for 2 hours or more at the higher paid occupation. 

6. Employment under other minimum wage orders.—An employee of a hotel 
establishment who works for a period of 1 week solely at an occupation or 
in an industry governed by another New York State minimum wage order, 
shall not be covered by this order, but shall for that week be covered by such 
other minimum wage order. 
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'L THE FOLLOWING ADMINISTRATIVE REGULATIONS SHALL APPLY TO ALI-YEAR HOTELS 
AND RESORT HOTELS 


1. Statement to employee—With every wage payment to each employee sub- 
ject to mandatory order 6-C, there shall be given a statement specifying the 
rates, earnings (gross and net), deductions, and hours worked. 

2. Records,—Every employer shall keep and make available for inspection for 
it least 2 years a record of each employee, including the name, address, age 
f male under 21, social security number, occupational classification, cash 
wages paid, and daily and weekly hours worked, including the exact time of 
arrival and departure on each shift on any day in which a split shift is worked 
r in which the spread of hours exceeds 10. The records shal! also indicate 
whether employees receive meals and have uniforms laundered, cleaned or 
maintained by the employer. 

Such records shall be kept on the premises in each establishment for a period 
of at least 2 years, and the employer shall on demand submit a sworn copy 
of such records to the commissioner or his representative together with such 
information as the commissioner in his discretion may deem necessary. 

Timecards, timesheets, or other original time records, where used, shall be 
kept for at least 2 years. 

3. Posting.—A notice issued by the Department of Labor, setting forth the 
provisions of mandatory order No. 6-C and administrative regulations, shall 
be posted in a conspicuous place where employees can read it. 


VIL, DEFINITIONS 


1. (a) Hotel industry.—The term “hotel industry” includes any establishment 
which, as a whole or part of its business activities offers lodging accommodations 
for hire to the public, to employees, or to members or guests of members, and 
services in connection therewith or incidental thereto. 

The industry includes but is not limited to commercial hotels, apartment hotels. 
resort hotels, lodging houses, boarding houses, furnished room houses, children’s 
camps, adult camps, tourist camps, tourist homes, auto camps, residence clubs, 


membership clubs, dude ranches, turkish baths and russian baths. The term 
“hotel industry” excludes: 

a. Bating or drinking places customarily offering lodging accommodations of 
less than five rooms to the public, to employees, or to members or guests of 
members. 

b. Establishments in which lodging accommodation is not available to the public, 
or to members or to guests of members, but is incidental to instruction, medical 
care, religious observance, or to the care of handicapped or destitute persons or 
other public charges. 

(b) Resort hotel_—A “resort hotel” (see definition of hotel industry) is one 
which offers lodging accommodations of a vacational nature to the public or to 
members or guests of members and which (a) operates for not more than seven 
months in any calendar year; or (6b) being located in a rural community or in a 
ity or village of less than 15,000 population, increased its number of employee 
work days (including adult males) during any consecutive 4-week period by at 
east 100 percent over the number of employee work days (including adult males) 
i any other consecutive 4-week period within the preceding calendar year; or 
¢) being located in a rural community or in a city or village of less than 15,000 
population, increased its number of guests days during any consecutive 4-week 
period by at least 100 percent over the number of guests days in any other con- 
secutive 4-week period in the preceding calendar year. 

(c) All-year hotels.—“All-year hotels” shall be all other hotels not qualifying 
as resort hotels under the foregoing definition. 

(d) Motor courts, motels, cabins, tourist homes and other establishments serv- 
ng similar purposes shall be classified as all-year hotels unless they specifically 
qualify as a resort hotel in accordance with the foregoing definition thereof. 

2. Employee.—‘‘Employee” shall mean a woman 21 years of age and over and 
all workers of either sex under the age of 21 years employed in the hotel industry 
by the operator of the establishment or by any other employer. (Note: No male 
-l ears of age or over may be paid less than the rates fixed for women and mi- 
hors: other requirements of this order also apply.) 

(a) Caddies—Caddies shall be excluded from this definition. This ex- 
clusion shall not be deemed to exclude caddies from another minimum wage 
order which covers such employees. 
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(b) Camp counselors and employees in children’s camps.—Camp counse]- 
ors and employees in children’s camps who assist in guidance or instruction 
of campers and who themselves receive supervision and training from a 
camp counselor as part of their compensation whether called junior aide 
or by some other title, shall be excluded from this definition. This excln- 
sion shall not be deemed to exclude camp counselors and employees in chil- 
dren’s camps who assist camp counselors from another minimum wage order 
which covers such employees. 

(c) A camper who works no more than 4 hours a day for a children’s 
camp and at all other times enjoys the same privileges, facilities, and ac. 
commodations as regular campers in such camp, shall be known as a 
“camper-worker” for the purpose of the order and shall not be deemed an 
employee within the meaning of the order. 

(d) A person while a regularly enrolled student in a department of hotel 
administration in a recognized college, university, junior college, or institute 
and is required by it to acquire experience in hotel problems by accepting 
employment in a hotel, shall be exempt from this definition. Such college 
or university shall submit a list each year of such students and their places 
of employment and the probable duration of their employment to the divi- 
sion of industrial relations, women in industry, and minimum wage. There- 
upon, the division shall issue a special certificate of exemption for each such 
student. Such certificate shall be delivered to the student who shall turn 
it over to the employer. The employer shall keep such certificate on file. 

(e) A person who while a regularly enrolled student in a vocational high 
school or other high school is required by such high school to acquire ex- 
perience in hotel problems by accepting employment in a hotel, shall be 
known as a student worker for a period of employment not to exceed a total 
of 3 months. Such vocational high school shall submit a list of such stu- 
dents and their places of employment and the probable duration of their 
employment to the division of industrial relations, women in industry, and 
minimum wage. Thereupon the division shall issue a special certificate 
of exemption for each such student. Such certificate shall be delivered to 
the student who shall turn it over to the employer. The employer shall keep 
such certificate on file. 

(f) Turkish bath employees employed by hotels are to be considered em- 
ployees under this order. This order is not intended to cover turkish bath 
workers employed by concessionaires in hotels or by turkish baths operated 
independently of hotels, except that employees of such turkish baths shall be 
considered employees under this order if they are employed in connection 
with the lodging facilities of the establishment. 

3. Minors.—“Minors” shall mean all male and female workers under 21 years 
of age. 

4. Chambermaid.—“Chambermaid” means any employee whose duties relate 
solely to the cleaning and servicing of guest rooms. 

5. Service employee.—‘Service employee” shall mean any employee, except 
bellboys and baggage porters in all-year hotels, regardless of sex, who custom- 
arily receives gratuities in excess of the difference between the service and 
nonservice rates of pay. It shall be presumed that employees whose duties relate 
solely to any of the following services are “service employees” : 

(a) The service of food or beverage to patrons seated at tables and the 
performance of duties incidental thereto. 

(b) Bellboys in resort hotels. 

(c) Baggage porters in resort hotels. 

(d) Package-room messengers or delivery boys. 

(e) Doormen and footmen. 

(f) Busboys in resort hotels. 

(g) Page boys. 


6. Bellboy and baggage porter. 

(a) “Bellboy” means any employee, in an all-year hotel, whose principal 
duties relate to escorting guests to their rooms, carrying their hand lug- 
gage and performing services for guests at their request, and who custom- 
arily receives grautities in excess of the difference between the bellboy- 
baggage porter and nonservice rates of pay. 

(bv) “Baggage porter” means any employee in an all-year hotel whose prin- 
cipal duties relate to handling and storage of baggage of hotel guests, and 
who customarily receives gratuities in excess of the difference between the 
bellboy-baggage porter and nonservice rates of pay. 
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It shall be presumed that all employees other than those mentioned above in 
Definitions 5 and 6 are “nonservice employees.” Substantial proof must be pre- 
sented to the department of labor to rebut this presumption. 

7. Nonservice employee.—Nonservice employee” means all employees except 
service employees and bellboys and baggage porters in all-year hotels. In resert 
hotels a chambermaid shal! not be deemed a nonservice employee unless she fails 
to receive gratuities in excess of the difference between the chambermaid and 
nonservice rates. 

8. Camp counselor.—A “camp counselor” is one who has personal charge of a 
bungalow, tent, or other structure used by campers or who is responsible for 
the activity of a group of campers, or for their care, guidance or instruction 
in a camp catering exclusively to children. 

9. Residential employee.— ‘Residential employee” shall mean an employee who 
receives lodging accommodations from his or her employer as part of his or 
her wage and for whom such accomodations are regularly available at all 
times. This provision shall apply to a all-year hotels and resort hotels. 

10. Working time.—“Working time’? means actual service or time of per- 
mitted attendance at the establishment, and time spent in traveling at the 
request of the employer from one of his establishments to another. (This does 
not apply to residential employees. ) 

11. Split shift—(a) A “split shift” is a schedule of daily hours in which the 
hours of work required or permitted are not consecutive. Interruption of work- 
ing hours for any meal period of 1 hours or less does not constitute a split 
shift. (0) An “interval of duty” is time during the workday other than working 
time, Waiting time, travel time, and time off duty for any meals period of 1 hour 
or less. 

12. Spread of hours.—The “spread of hours” is the interval between the be- 
ginning and end of the work-day. The spread of hours for any day shall in 
clude working time plus time off for meals plus time off duty. 

13. Uniform.—The term “uniform” includes any garment such as dress, apron, 
collar, cuffs, or headdress, which is worn by the employee either at the direc- 
tion of the employer or as a condition of employmeut. It shall be a presump- 
tion that the employer has required his employee to wear uniforms if such 
garments are of a similar design, color or material or form part of the decora- 
tive pattern of the establishment. However, items of clothing that usually 
und commonly are worn by a person as part of a normal wardrobe are not 
to be consindered part of a uniform. 

14. Meal.—A “meal” shall provide adequate portions of a variety of whole- 
some, nutritious foods. As a standard it should include at least one of the 
types of food from all four of the following groups: 

(1) Fruits or vegetables. 

(2) Cereals, bread or potatoes. 

(3) Eggs, meat, fish or poultry. 

(4) Milk, tea or coffee ; 
except that for breakfast group (3) may be omitted if both cereal and bread are 
offered in group (2). 

A meal shall be deemed to be furnished by an employer to an employee whose 
compensation is predicated on the inclusion of meals, or who is entitled to meals 
under this regulation, when the meal is made available to the employee during 
reasonable meal periods. 

15. Diversified employment.—The term “diversified employment” means em- 
ployment in an all-year hotel of any employee who is required or permitted to 
perform the duties of a service employee, bellboy, or baggage porter as well 
as those of a nonservice employee and the employment in a resort hotel of an 
employee who is required or permitted to perform either the duties of a service 
employee as well as those of a chambermaid or the duties of a chambermaid as 
well as those of a nonservice employee. 

16. Voluntary absence.—"Voluntary absence” means an absence which is not 
designed or planned by the employee and the employer to evade the minimum 
Wage standards. Reeurrent or periodic absence is not voluntary absence except 
absence for medical treatment under a doctor’s care. 


SUMMARY OF LAWS RELATING TO MINIMUM WAGE ORDERS 


1. Male employees.—Minimum wage orders for women and minors apply alse to 
adult male employees (sec. 663a ). 


78155—56—— 35 
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2. Posting.—A digest and summary of a minimum wage order shall be posted 
by every. employer affected in a conspicuous place where employees may read 
it (sec. 663). 

3. Handicapped workers.—No employee whose earning capacity is impaired by 
age, physical or mental handicap may be paid less than the minimum wage 
unless a special license therefor has been issued by the department of labor 
(see. 658). 

4. Penalties —(a) Payment of less than the minimum wage to any employee is 
a misdemeanor, punishable on conviction by fine or imprisonment or both (sec. 
664:2). (0b) Failure to keep required records or furnish them for examination 
is a misdemeanor, punishable on conviction by fine (sec. 664:3). (c¢c) Discrim- 
ination against, or discharge of, any employee because of participation in any 
investigation or hearing related to the minimum wage law is a misdemeanor, 
punishable on conviction by fine (sect 664: 1). 

5. Civil suit—Any employee who has been paid less than the minimum wage 
may sue for the difference between the wage paid and the minimum wage, 
through the department or through his own attorney (sec. 665). 


1955-56 DIRECTORY OF HOTEL SYSTEMS OPERATING THREE OR MORE 
HOTELS 


(Published annually in June by the American Hotel Association Director Cor- 
poration New York 19, N. Y.) 


Key to listings: (s) open summer season only; (w) open winter season only. 


A. B. C. Horets, INc. 
Charles Troncale, President 
Executive Offices, 411 North 24th Street, Birmingham, Ala. 


Alabama: Alabama: 


Birmingham: Gadsden, Alabama, The 
Bentley, The 


Caswell, The 
THe ABBELL HOTELS 
Maxwell Abbell, President 
Charles L. Ornstein, General Manager 


Executive Offices, Socony-Vacuum Building, 59 East Van Buren Street, 
Chicago, Ill. 


California : New York: 

Los Angeles, Alexandria Hotel New York City, Paramount Hotel 
Colorado: Pennsylvania : 

Estes Park, Stanley Hotel Uniontown, Summit Hotel 


District of Columbia: 
Washington, Willard Hotel 
JAMES M. ACHESON HOTELS 
James M. Acheson, President and Managing Director 
Executive Offices, Augusta House, Augusta, Maine 





Maine: Maine: 
Auburn, Elm Hotel Lewiston: 
Augusta, Augusta House DeWitt Hotel 
Belgrade Lakes, (s) Belgrade Hotel Littleton Hotel 


Waterville, Elmwood Hotel 
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AFFILIATED NatTIoNat Horris 
A. T. Whayne, President 
John A. Rose, Vice President, Purchasing 
tichard A. Klaerner, Vice President, Operations 
L. L. Purjet, Secretary 
Executive Offices, National Hotel Building, Galveston, Texas 


Alabama: 


Birmingham, Hotel Thomas Jeffer- 
son 

Mobile, Hotel Admiral Semmes 
District of Columbia : 

Washington, Hotel Washington 
Indiana: 

Indianapolis, Hotel Claypool 
Louisiana : 

New Orleans: 

Hotel DeSoto 
Jung Hotel 

Nebraska: 

Omaha, Hotel Paxton 
New Mexico: 

Clovis, Hotel 
South Carolina: 

Columbia, Hotel Wade Hampton 
Texas: 

Austin, Hotel Stephen F. Austin 

Beaumont, Hotel Edson 

Brownwood, Hotel Brownwood 


Texas—Continued 


Virginia: 


Dallas: 
Baker Hotel 
Hotel Travis 
El Paso, Hotel Cortez 
Galveston: 
Hotel Buccaneer 
Coronado Courts 
Hotel Galvez 
Hotel Jean Lafitte 
Laredo, Plaza Hotel 
Lubbock, Hotel Lubbock 
Marlin, Hotel Falls 
San Angelo: 
Hotel Cactus 
Angeles Courts 
Hotel Menger 


Mountain Lakes, (s) Hotel Moun- 
tain Lake 
Norfolk, Monticello Hotel 


AFFILIATED WEINBERG HOTELS 
B. F. Weinberg, President 

Executive Offices, 12th and Walnut Street Building, Kansas City, Mo. 
California : Missouri: 

Los Angeles, Hotel Lankershim Kansas City, Kansas Citian Hotel 
Colorado: Texas: 

Evergreen, Swiss Haven Lodge Amarillo, Capitol Hotel 

Taylor, Blazilmar Hotel 


AK-SaR-BEN Horets CoMPANY 





C. E. Heaney, President and General Manager 
Executive Offices, 209 South 33d Street, Omaha, Nebr. 


Kansas: Nebraska: 


Emporia, Mit-Way Hotel 


Omaha: 
Dundee Manor 
Whittingham Manor 


ALBERTS HOTELS 
James H. Alberts 
Executive Offices, 128 South Camden Drive, Beverly Hills, Calif. 


Arizona: 


Phoenix, San Carlos Hotel 
California : 


severly Hills, Beverly Camden 


Apartments 


Texas: 


El Paso, McCoy Hotel 
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ALcarR Hores 
Alexander Carr, Owner 
Executive Offices, 626 South Alvarado Street, Los Angeles, Calif. 


California : 
Beaumont, El Rancho Motel and 
Guest Ranch 
Los Angeles: 
Cortez Hotel 
Cromwell Hotel 
Palms Wilshire Hotel 


California—Continued 
Los Angeles—Continued 
Park Vista Hotel 
Haiti, West Indies: 
Petionville, El Rancho Hotel ( affil- 
iated) 


J. MAson ALEXANDER HOrets 
J. Mason Alexander, Managing Director 


Executive Offices, Poinsett Hotel, Greenville, S. C. 


South Carolina: 

Greenville: 
Ottaray Hotel 
Poinsett Hotel 


South Carolina—Continued 
Spartanburg, Cleveland Hotel 


ALLIED PROPERTIES 


Robert S. Odell, President 


Dwight H. Hart, Jr., Vice President 


Executive Offices, NBC Building, San Francisco, Calif. 


California: 
San Francisco: 
Clift Hotel 
Hotel Plaza 


California—Continued 
Santa Barbara, Santa Barbara 
Biltmore Hotel and Cottages 


ALSONETT Hover 
C. H. Alberding, President 
Executive Offices, Post Office Box 1655, Tulsa, Okla. 


Arizona: 
Phoenix: 
Jokake Inn 
Paradise Inn 
Florida : } 
Fort Lauderdale: 
Coral Sands Hotel 
Holiday Hotel 
Poinsettia Beach Hotel 
St. Petersburg: 
Soreno Hotel 
Tides Hotel 
Vinoy Park Hotel 
Tallahassee, Floridan Hotel 
Georgia: 
St. Simons Island, King and Prince 
Hotel 
Illinois 3 
Rock Island, Fort Armstrong Ho- 
tel 
Indiana: 
Fort Wayne, Indiana Hotel 
Louisiana : 
Jennings, Geo. B. Zigler Hotel 
Lake Charles: 
Charleston Hotel 
Majestic Hotel 


Louisiana—Continued 

Shreveport, Washington-Youree 

Hotel 

Michigan: 

Muskegon, Occidental Hotel 
Mississippi : 

Greenville, Greenville Hotel 
Missouri: 

Joplin, Connor Hotel 
North Carolina: 

Greensboro, O. Henry Hotel 

Wilson, Cherry Hotel 
Oklahoma : 

Ada, Aldridge Hotel 

McAlester, Aldridge Hotel 

Shawnee, Aldridge Hotel 
Tennessee : 

Memphis, Peabody Hotel 
Texas: 

Dallas, Hotel Dallas 

Denison, Denison Hotel 

Lubbock, Caprock Hotel 

Port Arthur: 

Goodhue Hotel 
Sabine Hotel 
Texarkana, Grim Hote! 
Waco, Raleigh Hotel 
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AMERICAN Horets CoRPORATION 
J. Leslie Kincaid, President 
Executive Offices, 125 East 50th Street, New York, N. Y. 


Connecticut : 
Bridgeport, Barnum, The 
Waterbury, Elton, The 


Willimantic, Nathan Hale, The 


Florida : 


Captiva, (w) South Seas Planta- 


tion 
Kansas: 
Leavenworth, Cody, The 
Lyons, Ly-Kan, The 
Newton, Ripley, The 
Parsons, Parsonian, The 
Maire: 


Bar Harbor, (s) Bar Harbor, The 


Fort Fairfield, Plymouth, The 

Houlton, Northland, The 

Portland, Lafayette, The 
Maryland: 


Frederick, Francis Scott Key, The 


Salisbury, Wicomico, The 
Massachusetts : 


New Bedford, New Bedford, The 


Salem, Hawthorne, The 
Missouri: 
Kirksville, Travelers, The 
St. Joseph : 
Robidoux, The 
St. Francis, The 
New York: 


Kingston, Governor Clinton, The 


Liberty, Lenape, The 
Oswego, Pontiac, The 

Port Jervis, Minisink, The 
Schenectady, Van Curler, The 


Ohio: 


Portsmouth, Hurth, The 


Pennsylvania: 


Ashland, Loeper, The 
Bedford, Peun-Bedford, The 
Bethlehem, Bethlehem, The 


Pennsylvania: 


Bradford, Holley, The 
Cambridge Springs, Riverside Inn, 
The 
Easton, Easton, The 
Greensburg, Penn Albert, The 
Harrisburg, Harrisburger, The 
Johnstown, Fort Stanwix, The 
Lancaster, Stevens House, The 
Potsville, Necho Allen, The 
Reading, Abraham Linceln, The 
Rochester, Penn-Beaver, The 
Williamsport, Lycoming, The 
York, Yorktown, The 


Rhode Island: 


Newport, Viking, The 


South Dakota: 


Yankton: 
Charles Gurney, The 
Nancy, The 


Texas: 


Beaumont, Crosby, The 
Borger, Borger, The 


West Virginia: 


Charleston, Daniel Boone, The 
Martinsburg, Shenandoah, The 


ANDREWS HOTELS 
Andrew H. Levene, Operator 
Executive Offices, 150 Portage Street, Kalamazoo, Mich. 


Illinois : 
La Salle, Vendome Hotel 
Michigan: 
Kalamazoo: 
Capitol Hotel 
Kalamazoo Hotel 
Midway Hotel 


St. Joseph, Dennis Hotel 
Niles, Powell Hotel 
Three Rivers, Three Rivers Hotel 


ASSOCIATED FEDERAL HOTELS 
John B. Mills, Managing Director 
Executive Offices, Suite 1520 Mercantile Securities Building, Dallas, Tex. 


Arizona: 
Nogales, Rancho Grande 
Phoenix: 
Casa Blanca Inn 
Hotel Westward Ho 
New Mexico: 
Carlsbad, Crawford Hotel 
Oklahoma: 
Tulsa, Adams Hotel 
Texas: 
Big Springs: 
Crawford Hotel 
Settles Hotel 


Dallas: 

Clif? Towers 

Miramar Hotel 
El Paso, E! Rancho Motel 
Fort Worth, Century Motel 
Houston, Wm. Penn Hotel 
Odessa, Lincoln Hotel 
Pecos, Brandon Hotel 
San Antonio, Gunter Hotel 








540 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


ASSOCIATED HOTELS 
M. D. Logan, Managing Director 
Executive Offices, 33 North La Salle Street, Chicago, Il. 


Illinois: Michigan: 
Chicago: Detroit, Tuller Hotel 
Central Plaza Hotel Minnesota : 
Lincoln Park West Hotel Minneapolis, Andrews Hotel 
Surf Hotel Ohio: 
Evanston, North Shore Hotel Cleveland, Regent Hotel 
Springfield, Empire Hotel Zanesville, Zane Hotel 
Iowa: Texas: 
Des Moines, Commodore Hotel San Antonio, Robt. B. Lee Hotel 
Sioux City, Sioux Apartment Hotel 


ASSURED REALTY CORPORATION 
Herman 8. Shapiro, President 
Offices, 300 Lathrop Building, Kansas City, Mo. 


Missouri: Missouri—Continued 
Kansas City: Kansas City—Continued 
Ambassador Hotel Marshall-Penn Hotel 
Bellerive Hotel Park Central Hotel 
Brownhardt Apartment Hotel Whitehall Apartment Hotel 


ATLANTIC CoAst HOTELS 
Albert J. Weiss, President, Louis M. Weiss, Treasurer 
Executive Offices, 65-09 99th Street, Forest Hills, N. Y. 
New York: Virginia: 
New York City, Barbour Hotel Norfolk: 
Utiea, Yates Hotel? Gale Hotel’ 


Pennsylvania: Howard Hotel* 


Harrisburg, Warner Hotel 


Joe BACHUNAS HOTELS 
J. J. Bachunas, Owner and General Manager 
Executive Offices, Tabor Farms, Sodus, Mich. 


Michigan: Michigan—Continued 
Munising, Grand Island, Sodns, (s)Tabor Farms 
(s)Hotel Williams and Cottages Spring Lake, (s)Prospect Point 


BaRNEs’ HOTELS 
Franklin Hills & Associates, Owners 


Executive Offices, Barnes Hotel, 233 McCrea Street, Indianapolis, Ind. 


Tilinois: Indiana—Continued 


Paris, France Hotel Logansport: 
Indiana: Barnes Hotel 


Indianapolis: Barnett Hotel 
Barnes Hotel 
Dearborn Hotel 
THE BARRINGER HOTELS 
Laurence S. Barringer, President 
Executive Offices, Hotel Columbia, Columbia, S. C. 
Georgia: South Carolina: 


Augusta, Richmond Hotel Columbia, Columbia Hotel 


North Carolina: 
Charlotte, Barringer Hotel 


2 Owned but leased to others. 





AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 541 


BeacH & KRropeLt, Horeis 
S. V. Beach and R. L. Krodell 
Executive Offices, 427 South Olive Street, Los Angeles, Calif. 
California : California—Continued 


Calexico, Calexico Hotel Los Angeles—Continued 
Los Angeles: Trenton Hotel 


Morrison Hotel San Bernardino, Travelers Hotel 
Becx-Cross Horer CoMPANY 
Larry 8S. Beck, President ; W. B. Cross, Vice President 
Executive Offices, 817 Fairfax Building, Kansas City, Mo. 

Colorado: Kansas—Continued 

Pueblo, Vail Hotel Hutchinson, Stamey Hotel 

Sterling, Graham Hotel Wakeeney, Staatz Hotel 
Kansas: Missouri: 

Great Bend, Zarah Hotel Kansas City, Plaza Hotel 

BENSON HOTELS 
E. W. Benson, President and General Manager 


Executive Offices, Hotel Leamington, 3d Avenue, 10th and 11th Streets, 
Minneapolis, Minn. 


Illinois: Minnesota: 


Chicago, North Park Hotel Minneapolis, Leamington Hotel 
Indiana: 


Indianapolis, Washington Hotel 


Brine & Brine, INC., MANAGEMENT 
William J. Williams, President 
Executive Offices, 119 West 40th Street, New York, N. Y. 
New York: New York—Continued 


New York City: New York City—Continued 
Alden Hotel Marcy Hotel 


Dorset Hotel Taft Hotel 
Drake Hotel 


BLACKHAWK Horets Co. 
Henry C. Wurzer, President 


R. J. Brus, Secretary-Treasurer 


Executive offices, 310 Kahl Building, Davenport, Iowa 


Illinois: Iowa—Continued 
Peoria, Jefferson Hotel Mississippi Hotel 


Iowa: Minnesota : 
Davenport: St. Paul: ’ 
Blackhawk Hotel Lowry Hotel 
Davenport Hotel Hotel Saint Paul 


Boone Horet Company 
Franklin G. Boone, General Manager 
Executive offices, 800 Houston Street, Manhattan, Kans. 


Kansas: Oklahoma : 
El Dorado, El Dorado Hotel Vinita, Vinita Hotel 
Manhattan, Gillett Hotel Wyoming: 


Casper, Townsend Hotel 
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Boss Hore.s 
Edwin A. Boss 


Executive offices, Randolph Hotel, Des Moines, Iowa 


Illinois: 
Peoria, Pere Marquette Hotel 
Rockford, Lafayette Hotel 
lowa: 
Algona: 
Algona Hotel 
State Hotel 
Atlantic, Whitney Hotel 
Boone, Holst Hotel 
Burlington : 
Burlington Hotel 
Burlington Motel 
Cedar Rapids, Commonwealth 
Apt. Hotel 
Decorah, Winnesheik Hotel 
Des Moines: 
Fort Des Moines Hotel 
Randolph Hotel 
Savery Hotel 
Kstherville : 
Gardston Hotel 
Orleans Hotel 
Fort Dodge: 
Wahkonsa Hotel 
Warden Hotel 
Fort Madison, Anthes Hotel 


Iowa.—Continued 

Oelwein, Mealey Hotel 

Perry, Pattee Hotel 

Storm Lake, Bradford Hotel 

Waterloo, Ellis Hotel 

Webster City, Willson Hotel 
Kansas: 

Arkansas City, Osage Hotel 

Chanute, Tioga Inn 
Mississippi : 

Meridian, Lamar Hotel 

Tupelo, Tupelo Hotel 
Missouri: 

Excelsior Springs, Royal Hotel 

Jefferson City, Missouri Hotel 

Sedalia, Bothwell Hotel 
Nebraska : 

Fremont, Pathfinder Hotel 

Omaha, Castle Hotel 
Wisconsin : 

Beloit, Hilton Hotel 


CAL BoYKIN HOTELS 


Cal Boykin, Owner 


ixecutive offices, Crawford Hotel, Main at Wall Street, Midland, Tex. 


New Mexico: 
Portales, Cal Boykin Hotel 


Texas: 
Midland, Crawford Hotel 
Levelland, Cal Boykin Hotel 


Brown Horers 


David Brown, Operator 


Executive offices, Pershing Hotel, 226 N. E. Ist Avenue, Miami, Fla 


Florida: 

Daytona Beach: 
Princess Issena Hotel 
Riverfront Apts. 
Williams Hotel 

Miami: 
Avondale Hotel 
Biscayne Apt. Hotel 
Miami Hotel 


Florida—Continued 
Miami—Continued 
Miller Hotel 
Pershing Hotel 
Ritz Hotel 
Villa D’Este Hotel 
Miami Beach: 
Macelyn Arms Apartments 
Normandie Hotel 
Shorecrest Hotel 


C. & C. System 
J. C. Caldarera, President 


A. B. Crivello, Vice President, Charge of Operations 


David F. Crivello, Secretary and Treasurer 


Executive offices, Fifth and Broadway, East St. Louis, II. 


Illinois: 
Decatur, St. Nicholas Hotel 


East St. Louis, Broadview Hotel 


Illinois—Continued 
Taylorville, Frisina Hotel 
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Horace CALDWELL Horets 


Horace Caldwell, Proprietor 


Executive Offices, Gordon Hotel, 207 Pine Street, Albany, Ga. 


Georgia : 
Albany: 
Gordon Hotel 
Radium Springs Inn 


Georgia—Continued 


Valdosta: 
Daniel Ashley Hotel 
Patterson Hotel 


CANADIAN NATIONAL Hore.s, LIMITED 


R. Sommerville, General Manager 


Executive Offices, Ottawa, Ontario, Canada 


Alberta : 
Simonton, The Macdonald 

Jasper, (s) Jasper Park Lodge 

British Columbia: 
Vancouver, Hotel Vancouver* 
Manitoba: 

Grand Beach, (s) Grand Beach 
Hotel (Operated by Canada Rail- 
way News Co.) 

Manitoba: 

Winnipeg, The Fort Garry 
Newfoundland: 

St. John’s, Newfoundland Hotel 


Nova Scotia: 
Halifax, The Nova Scotian 
Ontario: 
Ottawa, Chateau Laurier 
Prince Edward Island: 
Charlottetown, The Charlottetown 
Quebec: 
Montreal (1,250-room 
construction ) 
Saskatchewan: 
Saskatoon, The Bessborough 


hotel under 


CANADIAN PACIFIC HOTELS 


R. A. Mackie, General Manager 


Executive Offices, Windsor Street Station, Montreal, Quebec, Canada 


Alberta: 
Banff, 
Calgary, Hotel Palliser 
Lake Louise: 

(s) Chateau Lake Louise’ 
(s) Moraine Lake Lodge’ 

British Columbia: 

Field, (s) Emerald Lake Chalet’ 
Victoria, Empress Hotel 
Vancouver, Hotel Vancouver?’ 

Manitoba: 

Winnipeg, Royal Alexandra Hotel 


(s) Banff Springs Hotel’ 


New Brunswick: 

McAdam Junction, McAdam Hotel 

St. Andrews, (s) Algonquin Hotel’ 
Nova Scotia: 

Digby, (s) The Digby Pines’ 

Kentville, Cornwallis Inn 
Ontario: 

Kenora, (s) Devils Gap Lodge’ 

Toronto, Royal York Hotel 
Quebec: 

Quebec, Chateau Frontenac 
Saskatchewan: 

Regina, Hotel Saskatchewan 


CARTER HOTELS OPERATING CORP. 


H. B. Cantor, President 


Albert E. Baker, Vice President 


Executive Offices, Hotel Governor Clinton, 371 Seventh Avenue, New York, N. Y. 


Connecticut : 
New Haven, Garde Hotel 
Massachusetts: 
Boston: 
Avery Hotel 
Essex Hotel 


New York: 
New York City: 
Dixie Hotel 
George Washington Hotel 
Governor Clinton Hotel 


*Operated by the Vancouver Hotel Company, Ltd., on behalf of Canadian National Hotels, 
Ltd.. and the Canadian Pacific Railway Company. 


1 Open June to September 1955. 


_? Operated by the Vancouver Hotel Company, Ltd., on behalf of Canadian Pacific Railway 
Company and Canadian National Hotels, Ltd. 
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Ray CHAMBERS HOTELS 
Ray Chambers, President and General Manager 
Executive Offices, Elwood Hotel, High Point, N. C. 


North Carolina: 5 Virginia: 
High Point, Elwood Hotel Roanoke, Raleigh Hotel 
Tarboro, Tarboro Hotel 


COMMODORE PERRY COMPANY 
Henry B. Williams, Vice President and General Manager 
Executive Offices, Commodore Perry Hotel, Jefferson Avenue, Toledo, Ohio 


Ohio—Continued 
Ohio: Toledo—Continued 


Toledo: Willard Hotel 
Commodore Perry Hotel 


Secor Hotel 


CONSOLIDATED HOTELS 
Howard K. Hurwith, Managing Director 
Executive offices, 533-37 South Dearborn Street, Chicago, Ill 


Tllinois: New York: 
Chicago: Syracuse—Hotel Hilton 
Mayfair Hotel Texas: 
Cornell Towers Harlingen : Reese-Wil-Mond Hotel 
Plaza Hotel 


CONSOLIDATED HOTELS OF CALIFORNIA 
Ben Weingart, President 
Executive oftices, 1301 Wilshire Boulevard, Los Angeles, Calif. 


California : California—Continued 
Los Angeles: Los Angeles—Continued 

Astor Hotel Padre Hotel (Hollywood) 
Berkeley Hotel Panama Hotel 
Cadillac Hotel Russ Hotel 
Castle Hotel St. Paul Hotel 
Cecil Hotel Stillwell Hotel 
Crest Hotel (Hollywood) Tahoe Hotel 
Daily Hotel Teris Hotel 
Del Rio Hotel Victor Hotel 
El Rey Hotel West Hotel 
Embassy Hotel Yorkshire Hotel 
Ford Hotel Exclusively for Negroes: 
Harvey Hotel (Hollywood) Julian Hotel 
Imperial Hotel Regal Hotel and Annex 
Mitchell Hotel Rossmore Hotel 
Northern Hotel Royal Hotel 
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CONTINENTAL Horers SysTem 


W. A. Porter, President Jack Walsh, General Manager 


Executive offices, 14 South 8d Avenue, Phoenix, Ariz. 


Arizona: 

Phoenix, Arizona Hotel 

Yuma, San Carlos Hotel 
California : 

Glendale, California Hotel 
Idaho: 

Pocatello, Whitman Hotel 

Twin Falls, Park Hotel 
Kansas: 

Topeka, Commerce Hotel 
Nevada: 

soulder City, Lake Mead Lodge 
Las Vegas, Overland Hotel 


Texas: 
Dallas, Clifton Hotel 
Fort Worth, Majestic Hotel 
San Antonio, Travelers Hote! 
Wichita Falls, Gladstone Hotel 
Utah: 
Ogden, Ogden Hote! 
Salt Lake City: 
Congress Hotel 
New Grand Hotel 


Craig HoTers MANAGEMENT COMPANY 
Harold K. Wolfson, Managing Director 
Executive offices, 276 Fifth Avenue, New York, N. Y. 


Connecticut : Massachusetts : 


New Britain, Hotel Burritt 


Florida: 


Daytona Beach, Daytona Plaza Hotel 


Maryland: 


Annapolis, Carvel Hall 


Springfield, Shelton Hotel 


New York: 
New York City: 


Roger Williams Hotel 
( Associated ) 


Theresa Hotel 


DAVENPORT HOTEL MANAGEMENT 
A. W. Davenport, General Manager 
Executive offices, 62 Delaware Avenue, Buffalo, N. Y. 


New York: 
Buffalo: 
Hotel Huron 
Hotel Carol 
Hotel Niagara 


Indiana : 
Indianapolis, Hotel Huron 
Richmond, Hotel Huron 
Muncie, Hotel Huron 


Howarp Dayton HorE.s 
Howard L. Dayton, president and General Manager 
Executive offices, 601 North Atlantic Avenue, Daytona Beach, Fla. 


Florida: 
Homosassa Homosassa 


Georgia—Continued 


Springs, 
Springs Motor Lodge ( Affiliated) 

Sanibel Island, Casa Ybel Hotel 

Winter Garden, Edgewater Hotel 

Palm Beach, Surfside Hotel ( Affili- 
ated) 


Georgia: 


Americus, Windsor Hotel 
Brunswick, Oglethorpe Hotel (Affi- 
liated) 


Cordele, Suwanee Hotel (Affiliated 
Dublin, New Dublin Hotel (Affili- 
ated) 
Fitzgerald: 
Lee-Grant Hotel (Affiliated) 
Lee-Grant Motel (Affiliated) 
Macon, Lanier Hotel 
Thomaston, Upson Hotel 
ated) 
Valdosta, Valdes Hotel 


( Affili- 
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DeGrorce & GUSEMAN HOTELS 
Miss Rosalie DeGeorge and Mrs T. C. Guseman, Owners and Operators 
Executive offices, Auditorium Hotel, 701 Texas Avenue, Houston, Tex. 


Texas: Texas—Continued 
Houston: Houston—Continued 
Auditorium Hotel Travelers Hotel 
DeGeorge Hotel 


DeseRt ENTERPRISES 
Under Direction: Desert Management Associates 
Joe A. Crowe, Managing Director 
Executive offices, 725 West First Avenue, Spokane, Wash. 


Idaho: Washington: 
Coeur D’Alene, Desert Hotel Spokane: 
Desert Caravan Inn 
Desert Hotel 
Pacific Hotel 


DEXTER MANAGEMENT Co. HOTELS 
Mrs. Rena Tobes, General Manager 
Executive offices, 1191 Merrick, Detroit, Mich. 


Florida: Michigan—Continued 
Miami, Elizabeth Apts. Detroit: 
Michigan: Dexter Hotel 
Dearborn: Elizabeth Apartments 
Dix Hotel Lindley Hall Hotel 
Marvin Hotel 


DINKLER HOTEL 
Carling Dinkler, President Carling Dinkler, Jr., Executive Vice President 
Executive offices, Dinkler-Plaza Hotel, Atlanta, Ga. 


Alabama : Louisiana: 
Birmingham, Dinkler - Tutwiler New Orleans, St. Charles Hotel 
Hotel Tennessee : 
Montgomery, Dinkler - Jefferson Nashville, Dinkler-Andrew Jackson 
Davis Hotel Hotel 
Georgia: 
Atlanta, Dinkler-Plaza Hotel 


DrerEr Hotret CoMPANY 
A. Dreier, President Fred Dreier, Vice President 
Executive offices, Piccadilly Hotel, 225 West 45th Street., New York, N. Y. 


Arizona: New Hampshire: 
Mesa, Maricopa Inn and Motor Maplewood, The Maplewood 
Hotel Twin Mountain, Twin Mountain 
Florida: Hotel 
Miami Beach: New Jersey: 
Alamo Hotel Atlantic City, Mayflower Hotel 
Morton Apt. Hotel New York: 
Ocean Spray Hotel New York City: 
Palm Beach: Piccadilly Hotel 
Beaux Arts Apt. Hotel Riverside Plaza Hotel 
Mayflower Hotel 
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EARLY AMERICAN Inns COMPANY 
Bugene P. Tamburi, President 
Robert F. Meyer, Vice President and General Manager 
Executive Offices, Yankee Pediar Inn, 1866 Northampton Street, Holyoke, Mass. 


Connecticut : Massachusetts : 
Newtown, Yankee Drover Inn Holyoke, Yankee Pedlar Inn 
Stamford, Yankee Coachman Inn 
Wallingford, Yankee Silversmith 
Inn 


Eccies Hore: CoMPaNny 


Campbell Eccles, Vice President and General Manager 


Executive Offices, Hotel Ben Lomond, Ogden, Utah 


Idaho: Utah: 
Blackfoot, Eccles Hotel Logan, Eccles Hotel 
Ogden : 
Ben Lomond Hotel 
Holly-Rue Apts. 


Eppitey Horets CoMPANny 
Hugene C. Eppley, President 


Executive Offices, 18th and Dodge Streets, Omaha, Nebr 


lowa: Nebraska: 
Cedar Rapids, Montrose Hotel Columbus, Evans Hote! 
Clinton, Lafayette Hotel Lincoln: 
Council Bluffs, Chieftain Hotel Capital Hotel 
Marshalltown, Talleorn Hotel Lincoln Hotel 
Sioux City: Norfolk, Madison Hotel 
Martin Hotel Omaha : 
Warrior Hotel Fontenelle Hotel 
Kentucky : Logan Hotel 
Louisville, Seelbach Hotel Rome Hotel 
Missouri : Scottsbluff, Lincoln Hotel 
Excelsior Springs: South Dakota: 
ILims Hotel Rapid City, Alex Johnson Hotel 
OGaks Hotel Sioux Falls: 
Carpenter Hotel 
Cataract Hotel 


EXECUTIVE. MANAGEMENT HoTELs 
Kenneth S. Keyes, J. M. Vroon 
Executive Offices, 234 Biscayne Boulevard, Miami, Fla 


Florida—Continued 
Miami—Continued 
Biscayne Arms Motel Everglades Hotel 
Luckingham Palace Court Riviera Motel 


Witisam Faw HOores 
William Faw, Operator 
Executive Offices, Dixie Hunt Hotel, Gainesville, Ga. 


Florida : North Carolina: 
St. Augustine, Monson Hetel and Dillsboro, Jarrett House 
Court Lake Junaluska, Terrace Hotel 
Georgia: Tennessee: 
Bainbridge, Stephen Decatur Hotel Johnson City, John Sevier Hotel 
Cartersville, Braban Hotel Oak Ridge, Alexander Hote! 
Cedartown, Wayside Inn Hotel West Virginia: 
Gainesville, Dixie Hunt Hotel Clarksburg, Waldo Hote! 
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Frets Hore.s 
H. M. Fleming, Managing Director 
Executive Offices, 1017 Locust Street, Kansas City, Mo, 


Missouri: Missouri—Continued 
Kansas City: Kansas City—Continued 
Casa Loma Hotel Schuyler Hotel 
Ellison Hotel Valentine-On-Broadway Hotel 
Mayfair Hotel Wrennmoor Hotel 
Netherlands Hotel 


FLAMINGO HOTELS 
M. Robinson, Managing Director 
Executive Offices, 2501 East Van Buren, Phoenix, Ariz. 


Arizona: Nevada: 
Flagstaff, Flamingo El Rancho Las Vegas, Bagdad Inn 
Phoenix : Texas: 
Flamingo Hotel El Paso, Flamingo Hotel 
Sahara Hotel McAllen, Flamingo Frontier 
Tucson, Flamingo Hotel San Antonio, Flamingo Hotel 
Yuma, Flamingo Hotel 


FOMENTO DE Horetes, 8. A. 
Pablo Corcuera and Jose Brockmann 
Executive Offices, Hotel Ritz, Avenida Madero 30, Mexico, D. F. 


Mexico: Mexico—Continued 
Mexico City: Mexico City—Continued 
Cortes Hotel Ritz Hotel 
Francis Hotel 


FRANCIS HOTEL SYSTEM 
H. C. Shaffmaster, President 
Executive Offices, 2131 Dime Building, Detroit, Mich. 


Indiana: Michigan—Continued 
Elkhart, Bucklen Hotel Traverse City, Traverse Hotel 
Michigan: Ohio: 
Les Cheneaux Islands, Les - Toledo—Park Hotel 
Cheneaux Lodge 


GILBERT SysTEM HOTELS 
E. J. Roschuni, President June G. Roschuni, Vice President 
Executive Offices, 15 South Lee Street, Post Office Box 2324, Jacksonville, Fla. 


Alabama: Indiana: 
Birmingham, Gilbert Hotel Indianapolis, Gilbert Hotel 
Florida : , Kentucky : 
Jacksonville: Louisville, Gilbert Hotel 
Briarcliff Apt. Hotel Tennessee : 
DeSoto Hotel Chattanooga, Gilbert-Ellis Hotel 
Gilbert Hotel Knoxville, Gilbert Hotel 
St. Petersburg, Gilbert Hotel Virginia: 
Tampa, Gilbert Hotel Norfolk, Gilbert Hotel 
Georgia : 
Thomasville, Gilbert Hotel 
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GLACIER NATIONAL Park HOTELs 
J.8. Jeffries, Manager 


Headquarters: October 1-May 31, Glacier Park Co., Great Northern Building. 
St. Paul, Minn.; June 1—September 30, Glacier Park Co., East Glacier Park, 


Mont. 
Montana: Alberta: 
Glacier National Park : Waterton Lakes National Park, (s) 
(s) Glacier Park Hotel Prince of Wales Hotel 


(s) Many Glacier Hotel 
(s) Lake McDonald Hotel 


Gop Coast Hore s, INc. 


Louis H. Silver, President Fred W. Clare, Vice President 


Executive Offices, 162 East Ohio Street, Chicago, ILL. 


Illinois : Illinois—Continued 
Chicago: Chicago—Continued 
Croydon Hotel St. Clair Hotel 


Eastgate Hotel 
GoopMAN Horets 


Richard Goodman, President Mason A. Loundy, Secretary 


Irving L. Harris, Executive Vice President 
Executive Offices, 244 East Pearson Street, Chicago, Il. 


Illinois : Wisconsin : 
Chicago: Milwaukee: 
DeWitt Hotel Harbor View 
Sheridan Plaza Hotel Stratford Hotel 
South Shore View Hotel 
Oak Park, Oak Park Arms Hotel 
Missouri: 
St. Louis, Roosevelt Hotel 


BARNEY GOODMAN HOTELS 
Barney Goodman Estate, Owner 
Executive Offices, 515-A Commerce Building, Kansas City, Mo. 


Arizona: Texas: 
Harlingen, Madison Hotel 


Tucson, Santa Rita Hotel 
Weslaco, Cortez Hotel 


California: 
Coronado, Del Coronado Hotel 
Los Angeles, Chapman Park Hotel 


ALBERT M. GREENFIELD & Co. 
Henry Haas, Director of Advertising and Publicity 


Executive Offices, Walnut and Juniper Streets, Philadelphia, Pa. 


Pennsylvania: Pennsylvania—Continued 
Philadelphia : Philadelphia—Continued 
Adelphia Hotel Essex Hotel 
John Bartram Hotel 


Bellevue-Stratford Hotel 


Benjamin Franklin Hotel Sylvania Hotel 
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GRENOBLE Hore .s, Inc. 
Wm. R. Flory, President 
Executive Offices, 510 State Street Building, Harrisburg, Pa. 


Connecticut : Pennsylvania—Continued 
Norwalk, General Putnam Inn Hanover, Richard McAllister Hotel 
Michigan : Lebanon, Weimer Hotel 
Mount Pleasant, Chieftain Hotel Lewisburg, Lewisburg Hotel 
New York: Waynesboro, Anthony Wayne Hote! 
Oneida, Oneida Hotel Williamsport, Ross Hotel 
Rochester, Cadillac Hotel Tennessee : 
Syracuse, Mizpah Hotel Cleveland, Cherokee Hotel 
North Carolina: Virginia: 
Whiteville, Whiteville Hotel Front Royal, Royal Hotel 
Ohio: Martinsville, Henry Hotel 
Galion, Tatbott Hotel Portsmouth, Pertsmouth Hotel 
Pennsylvania : Radford, Tyler Motor Hotel 
Beaver Falls, General Broadhead Waynesboro, General Wayne Hotel 


Hotel Wytheville, George Wythe Hotel 
Chambersburg, Washington Hotel 


GRINSTEAD HoreLs 
Raymond M. Grinstead, Owner 
Executive Offices, Hotel Gould, Seneca Falls, N. Y. 


Florida: New York: 
Sarasota, Colonial Inn Malone, Hotel Flanagan 
Seneca Falls, Hotel Gould 


HANDLERY HOTELS 
Harry Handlery, President 
Paul R. Handlery, Vice President and General Manager 
Executive Offices, Alexander Hamilton Hotel, San Francisco, Calif. 


California : California—Continued 

San Francisco: Bakersfield, Hotel El Tejon 
The Alexander Hamilton Alameda, Hotel Alameda 
Hotel Stewart Oakland, Lake Merritt Hotel 
Hotel Don Richmond, Hotel Don 

Fresno: Stockton, Hotel Wolf 
Hotel California Vallejo, Casa de Vallejo Hotel 
Sequoia Hotel Woodland, Hotel Woedland 


San Diego: Oroville, Oroville Inn 
t1 Cortez Hotel 


El Cortez Motel 


Harris Horeis 
Albert Harris, Owner; Arthur H. Friedman, Managing Director 
Executive Offices, Hotel Metropole, Sixth and Walnut Streets, Cincinnati, Ohio 


Michigan: Ohio: 
Detroit, Fort Wayne Hotel Cincinnati : 
Missouri: Broadway Hotel 
St. Louis, De Soto Hotel Kemper Lane Hotel 
New York: Metropole Hotel 
New York City: Columbus, Broad-Lincoln Hotel 
Knickerbocker Hotel 
Times Square (as of January 
1956 ) 
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Frep Harvey 
Byron Harvey, Jr., President 
Executive Offices, 80 Bast Jackson Boulevard, Chicago, Il. 


Arizona: New Mexico: 


Grand Canyon: Albuquerque, Alvarado Hotel 
Bright Angel Lodge Gallup, El Navajo Hotel 
E! Tovar Hotel Santa Fe, La Fonda Hotel 
Winslow, La Posada Hotel Wisconsin : 
Wisconsin Dells, Crandall Hotel 


HEATHMAN HOTELS 
Harry B. Heathman, Operator and General Manager 
Executive Offices, 731 Southwest Salmon Street, Portland, Oreg. 


Oregon: Oregon—Continued 
Portland: Portland—Continued 
Commodore Hotel New Heathman Hotel 
Heathman Hotel St. Francis Hotel 


HexiracGeE Horets MANAGEMENT Corp. 


Al Schwartz, General Manager; Robert Sillins, Managing Director 


Executive Offices, Hotel Martinique, 32d Street and Broadway, New York, N. Y. 


Florida: New York—Continued 

Miami Beach: New York City—Continued 
Continental Hotel Mayfair Hotel 
Westover Arms Roxy Hotel 

New York: Shelburne Hotel’ 

New York City: Bryant Hotel’ 
Martinique Hotel LeMarquis Hotel * 
President Hotel Brooklyn, Pierrepont Hotel’ 
Forrest Hotei Virginia : 

Collingwood Hotel Norfolk, Victoria Hotel 
Martha Washington Hotel 


HeRtTFIELD Hore.s 
Herman Fiedelbaum, President 
Sault Hertzig, Executive Director; Bertram Fields, Executive Director 
Executive Offices, 127 West 43d Street, New York, N. Y. 


Maryland: North Carolina; 
Baltimore, New Howard Hotel Wilmington, Cape Fear Hotel 
Cumberland, Algonquin Hotel Ohio: 
New York: Cincinnati, Alms Hotel 
Brooklyn, Granada Hotel Pennsylvania: 
New York City: Philadelphia, Penn Sherwood Hotel 
Buckingham Hotel 
Chatham Hotel 
Woodstock Hotel 


? Owned but leased to others at present time. 


78155—56——36 





552 AMENDING 


THE FAIR LABOR 


STANDARDS ACT OF 1938 


Hickory Hore. Co., INc. 


Executive Offices, 1045 West Lawrence Avenue, Chicago, LIL. 


Colorado: 
Denver, Midland Hotel 
Florida : 
Venice, MacArthur Beach Hotel 
Georgia: 
Atlanta, Gordon Hotel 
Illiniois: 
Centralia, Hayes Hotel 
Chicago, Wilton Hotel 
Lincoln, Howard Hotel 
Pana, Frances Hotel 
Indiana: 
Cambridge City, Central Hotel 
Connersville, McFarlan Hotel 
Shelbyville, Shelby Hotel 
Kentucky: 
Louisville, Windsor Hotel 
Maysville, New Central Hotel 
Michigan: 
Detroit: 
Belvedere Hotel 
Carlton Hotel 
Huntington Hotel 
Lester Hotel 
Murray Hall Hotel 
Wardcliff Hotel 
Grand Rapids, New Mertens Hotel 
Sturgis, Elliott Hotel 
Ypsilanti, Willow Run Hotel 
Minnesota: 
Duluth, Lenox Hotel 
Fergus Falls, Wm. Barkley Hotel 
Mississippi : 
Tupelo, Kinney Hotel 
Lewistown, New Burke Hotel 


North Carolina: 
Fayetteville, Yarborough Hotel 
Montana: 
Butte, Arizona Hotel 
Ohio: 
Akron: 
Akron Hotel 
Corine Hotel 
Alliance, Stark Hotel 
Marietta, Howard Hotel 
Ravenna, Ravenna Hotel 
Salem, Metzger Hotel 
Toledo, Howard Hotel 
Zanesville: 
Clarendon Hotel 
Rogge Hotel 
Pennsylvania: 
DuBois, St. James Hotel 
Lancaster, St. George Hotel 
Lebanon: 
Stratford Hotel 
Walton Hotel 
Pottsville: 
Davis Hotel 
Park Hotel 
South Dakota: 
Milbank, St. Hubert Hotel 
Tennessee : 
Chattanooga, James Hotel 
Virginia: 
Danville, Anderson Hotel 
West Virginia: 
Wheeling, Wheeling Hotel 


JoHN E. Hui HOoTets 
John B. Hill, Owner 
Executive Offices, Suite A, American National Bank Building, Amarillo, Tex 


Texas: 
Pampa: 
Hillson Hotel 
Hillson Hotel Annex 


Texas—Continued 
Panhandle, Panhandle Inn 
Rankin, Yates Hotel 
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Hiuton Hore ts Corp 


Conrad N. Hilton, President 


Executive Offices, The Conrad Hilton, Chicago, IL 


Eastern Offices, The Waldorf-Astoria, New York, N. Y. 


Pacific Coast Offices, 9970 Santa Monica Boulevard, Beverly Hills, Calif. 


California : 
Beverly Hills, The Beverly Hilton 
Los Angeles, The Statler 
Connecticut: 
Hartford, The Statler 
District of Columbia: 
The Mayflower 
The Statler 
Illinois: 
Chicago: 
The Conrad Hilton 
The Palmer House 
Massachusetts: 
Boston, The Statler 
Michigan: 
Detroit. The Statler 
Missouri : 
St. Louis: 
The Jefferson 
The Statler 
New Mexico: 
Albuquerque, Hilton Hotel 
New York: 
Bnffalo, The Statler 


New York—Continued 
New York City: 
The New Yorker 
The Plaza 
The Roosevelt 
The Statler 
The Waldorf-Astoria 
Ohio: 
Cleveland, The Statler 
Columbus, The Deshler Hiltor 
Dayton, The Dayton Biltmore 
Texas: 
Dallas, The Statler Hilton 
El Paso, Hilton Hotel 
Fort Worth, Hilton Hotel 
Houston, The Shamrock Hilton 
Mexico: 
Chihuahua, The Palacio Hilton 
Puerto Rico: 
San Juan, The Caribe Hilton 
Spain : 
Madrid, The Castellana Hilton 
Turkey : 
Istanbul, The Instanbul Hilton 


HorrMaNN Hore. SYSTEM 


Jacob Hoffmann, President 


Marjorie Kenady, Assistant to President 


Executive Offices, Hoffmann Hotel, South Bend, Ind. 


Indiana: 
South Bend: 
Hoffmann Hotel 
Michiana Hotel 


Wisconsin: 
Monroe, Eugene Hotel 


Horets Revunipos §. A., “Horsa” 


José Tjurs, President 


Léo Henrique Tjurs, Superintendent 


Executive Offices, Avenida Ipiranga 770, Sio Paulo, Brazil 


3razil 


Rio de Janeiro, Excelsior Copaca- 


bana Hotel 
Saio Paulo: 
Jaragué Hotel 
Excelsior Apartments 


Brazil—Centinued 


Sio Paulo—Continued 
Excelsior Hotel 
Marabaé Hotel 
Cinelandia Hetel 





554 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


Hore, MANAGEMENT COMPANY 
Sol C. Spiegel, Proprietor 
Executive Offices, 908 Temple Building, 77 West Washington Street, Chicago, I) 


Illinois: New York: 
Rockford. Nelson Hotel Buffalo, Lenox Hotel 
Syracuse, Onondaga Hotel 


Horeis INTERNATIONAL, INC. 
William Liebow, President 
Fred T. Quinn, Manager 
Executive Offices, Robert Clay Hotel, Miami, Fla. 
William Liebow, President 
Fred T. Quinn, Manager 
Executive Offices, Robert Clay Hotel, Miami, Fla. 


Florida: Panama: 
Miami, Robert Clay Hotel Panama City, Internacional Hote! 
Cuba: 
Varadero, Varadero Internacional 
Hotel 


VANCE HvucKINS HOTELS 
Vance Huckins, Operator 
Executive Offices, Manx Hotel, 225 Powell Street, San Francisco, Calif. 


‘alifornia : California—Continued 
San Francisco: San Francisco—Continued 
Manx Hotel Mountain View, Holiday Inn 
Beverly-Plaza Hotel 


Hutson HOTELS 
W. G. Hutson, President 
Executive Offices—Hotel State, 122 West 12th Street, Kansas City, Mo. 


California : Kansas: 
La Jolla, The White Sands of La Lawrence, Eldridge Hotel 
Jolla * Wichita, Broadview Hotel’ - 
Colorado: Missouri’: 
Boulder, Boulderado Hotel Kansas City, State Hotel 


Hytron HorTets 
T. P. Hylton, Owner 
Executive Offices, Stonewall Hotel, Franklin, Va. 


Virginia: Virginia—Continued 
Franklin, Stonewall Hotel South Hill, Nordan Hotel 
Ocean View, Rustic Hotel 


1A Hutson-MeCormick Hotel. 
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INGRAM-CUNNINGHAM HOTELS 


Stanton B. Ingram; Chas. H. Cunningham 


Executive Offices, Nashville, Tenn. 


Alabama: 
Anniston, Jefferson Davis Hotel 
Indiana: 
Pvansville, Lincoln Hotel 
Indianapolis: 
English Hotel 
York Hotel 


Michigan: 
Battle Creek, Post Tavern 
Kalamazoo: 
Burdick Hotel 
Columbia Hotel 
Tennessee : 
Nashville: 
Clarkston Hotel 
Tulane Hotel 


INTERCONTINENTAL HOTELS CORPORATION 


Byron BE. Calhoun, President; Peter Grimm, Vice President, Hotel Operations 


Sylvester Roll, Vice President, Sales and Advertising 
Executive Offices, Chrysler Building, New York, N. Y. 


Mexico: 

Mexico City, Reforma Hotel 
Brazil: 

Belem, Grande Hotel 
Chile : 

Santiago, Carrera Hotel 
Colombia : 

Bogota, Tequendama Hotel 


Peru: 
Lima: 
Gran Hotel Bolivar 
Lima Country Club 
Uruguay: 
Montevideo, Victoria Plaza Hotel 
Venezuela : 
Caracas, Tamanaco Hotel 
Maracaibo, Del Lago Hotel 


Nore.—Other hotels in major cities to be announced later. 


INTER-ISLAND Resorts, LTD. 
W. D. Child, President, and General Manager; W. L. McCleery, Vice president 
Executive Offices, 305 Reyal Hawaiian Avenue, Honolulu, Hawaii 


Hawaii: 
Kailua, Kona: 
Kona Inn 
Waiaka Lodge 


Hawaii—Continued 
Hilo, Naniloa Hotel 
Lihue, Kauai, Kauai Inn 


INTERNATIONAL Hore Ls, INC. 


(Operated by Berry and Seyburn) 


Louis Berry, President; Geo. D. Seyburn, Vice President 


Allen B. Kramer, Executive Vice President 
Executive Offices, 350 David Stott Building, Detroit, Mich. 


Massachusetts: 
Boston, Touraine Hotel 
Michigan 
Detroit, Wolverine Hotel 
Jackson: 
Hayes Hotel 
Otsego Hotel 


Michizgan—Continued 
Saginaw, Bancroft Hotel 
New York: 
Jamestown, Jamestown Hotel 
New York City, Prince George 
Hotel 
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Jack Tar HOoTELs 
bd C. Leach, President 
Jim Webber, Assistant to the President 
Executive Offices, Jack Tar Hotel, Galveston, Tex. 


Florida: Texas: 
Clearwater, Fort Harrison Hotel Galveston, Jack Tar Hotel 
Marathon, Key Colony Hotel Orange, Orange House (Opening 
South Carolina: 1956) 
Charleston, Francis Marion Hotel 


JERFEBSON HOTEL CORPORATION 
B. Baydush, President 
Executive Offices, Jefferson Hotel, 224 West Bute Street, Norfolk, Va. 


Virginia : Virginia—Continued 
Norfolk: Norfolk—Continued 
Delano Hotel & Apts. Jefferson Hotel Annex 
Jefferson Hotel Virginia Beach, Jefferson Hotel 


E. W. JERow’s Horets 
E. W. Jerow, Owner and General Manager 
Executive Offices, Carolina Hotel, Kingstree, S. C. 


Florida. South Carolina 

Kissimmee, Tropical Hotel Bishopville, Lee Hotel 

Quincy, Quincy Hotel Kingstree, Carolina Hotel 
Georgia : Virginia: 

Adel, Phil Cook Hotel Blacksburg, William Preston Hotel 
North Carolina: 

Hendersonville, Bowen Hotel 

Smithfield, Gabriel Johuston Hotel 


Jones Horer, ENTERPRISES, INC. 
Executive Offices, Jones Hotel, 248 South Illinois Street, Indianapolis, Ind. 


Indiana: Indiana—Continued 
Fort Wayne, Jones Hotel Lake Wawassee, Syracuse, South 
Indianapolis, Jones Hotel Shore Inn 


THE KAHLER CORPORATION 
(Also owners and operators of commercial laundry and parking lots) 
Roy Watson, Jr., President and General Manager 
Executive Offices, The Kahler Hotel, Rochester, Minn. 


Minnesota: Minnesota—Continued 
Rochester : Rochester—Continued 
Hotel Damon Kahler Ranchotel 

The Kahler Hotel Hotel Zumbro 


Frep F. KEAN AND ASSOCIATES 
Fred F. Kean, Managing Director 


Robert BE. Kean, Assistant Managing Director 
Executive Offices, 4131 Sheridan Road, Chicago, III. 


Tllinois: Wisconsin: 
Chicago: Kenosha, Hotel Dayton 
Sheridore Apts. 
Stratford Hotel 
Waukegan, Clayton Hotel 
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Pau. T. Krirpoan Horecs 
Pau! T. Kilborn, Owner 
Executive Offices, Royale Hotel, 679 Peterboro Street, Detroit, Mich 


Michigan: Michigan—Continued 
Detroit : Detroit—Continued 
Dryden Hotel Montcalm Hotel 
Emerson Hotel Royale Hotel 
Lawndale Hotel Jackson, Blackstone Hotel 


Ki_pow Hore.s 
C. Kildow Lovejoy, President and General Manager 
Executive Offices, 1745 Richmond Road, Lexington, Ky. 


Georgia : Ohio: 

Athens, Hotel Holman Columbus, Hotel Normandie 
Kentucky : West Virginia: 

Louisville, Hotel Hermitage Parkersburg, Hotel Stratford 


KrrKesy Horets 
A. 8. Kirkeby, President 
Executive Offices, Gotham Hotel, 5th Avenue at 55th Street, New York, N. Y 


California : New York—Continued 
Beverly Hills, Beverly Wilshire New York City—Continued 
Florida : Warwick, The 
Miami Beach, Kenilworth, The Upper Saranac Lake, Saranac Inn 
New York: Pennsylvania: 
New York City: Philadelphia, Warwick, The 
Gotham, The Republic of Panama: 
Hampshire House Panama City, El Panama 


ROBERT KLOEPPEL HOTELS 
Robert Kloeppel, President-Director 
Robert Kloeppel, Jr., Vice President and General Manager 
Executive Offices, George Washington Hotel, Jacksonville, Fla. 


Florida: Florida—Continued 
Jacksonville: West Palm Beach: 
George Washington Hotel George Washington Hotel 
Mayflower Hotel Pennsylvania Hotel 
Jefferson Hotel 


Knott Horets CorPoRATION 


James Knott, Chairman of the Board 
William B. Rasor, Executive Vice President 
William B. Dodd, President 
Irving R. Stone, Treasurer 
C. V. MacGillivray, Sales Promotion Manager 


Executive Offices, 575 Madison Avenue, New York, N. Y. 


District of Columbia : New York: 
Congressional Hotel Albany, DeWitt Clinton Hotel 
New Jersey: Binghamton, Carlton Hotel 
Camden, Walt Whitman Hotel Forest Hills, Forest Hills Inn 
Blizabeth, Winfield Scott Hotel Garden City, Garden City Hotel 
Newark, Robert Treat Hotel New York City: 
Paterson, Alexander Hamilton Berkshire Hotel 
Hotel Fairfax Hotel 
Trenton, Stacy-Trent Hotel Laurelton Hotel 
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Knott Horeis CorporaTion—Continued 


New York—Continued Pennsylvania : 

New York City—Continued Coraopolis, Hotel Pittsburgher 
New Weston Hotel Motel 
Pickwick Arms Hotel Haverford, Haverford Hotel 
Wellington Hotel Pittsburgh, Pittsburgher Hotel 
Westbury Hotel Vermont: 
Winslow Hotel Burlington, Vermont Hotel 

Troy, Hendrick Hudson Hotel England: 

London, The Westbury 


“L” HorTets 
Charles A. Closson, General Manager 
Executive Offices, 4518 Lemmon Avenue, Dallas, Tex. 


Texas: Texas—Continued 
Dallas: Dallas—Continued 
Lakewood Hotel Lynn Hotel 
Lawn Hotel Fort Worth, Loring Hotel 
Loma Alto Hotel Grand Prairie, Lennox Hotel 


LAMER HOTELS 
H. B. Lamer, President 
Executive Offices, Lamer Hotel, Salina, Kans. 


Kansas: Kansas—Continued 
Hays: Junction City, Lamer Hotel 
Lamer Hotel Salina, Lamer Hotel 
Lamer Motel Oklahoma : 
Mulroy Hotel Ponca City, Jens-Marie Hotel 


C. W. LAMPKIN HOTELS 
Executive Offices, Helm Hotel, Bowling Green, Ky. 


Kentucky : Kentucky—Continued 
Bowling Green, Helm Hotel Madisonville : 
Danville, Gilcher Hotel Colonial Motel 
Elizabethtown, Joplin Hotel Madison Hotel 
Frankfort, New Capital Hotel Travelers Hotel 
Hopkinsville : Twin Lakes Motel 

Main Hotel Illinois: 
New Central Hotel Salem, Park Hotel 


C. L. Leach Horets Company 
Cc. L. Leach, President 
Executive Offices, 1218 Westmoreland Park, Norfolk, Va. 


Georgia: Virginia : 

Savannah Beach, Tybee Hotel Norfolk, Fairfax Hotel 
South Carolina: West Virginia: 

Charleston, St. John Hotel Martinsburg, Berkeley Hotel 
Tennessee : 

Oak Ridge, Carlyle Hall 
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Lesis Hore: ManaGemMENT CoRPpon ation 


Samuel L. Lebis, President 


Executive Offices, 11 East 30th Street, New York, N. Y 


Connecticut: 
Greenwich, Pickwick Arms Hotel 
Hartford, Hotel Hartford (Asso- 
ciated ) 
New Haven: 
Hotel Duncan (Associated) 
Hotel Taft ( Associated) 
Taft Annex (Associated) 
Delaware: 
Wilmington, Rodney Hotel (Asso- 
ciated) 
District of Columbia: 
Hotel Carlyle 
Maryland: 
Baltimore: 
Marling House (Associated) 
Mayfair Hotel 


Massachusetts : 
Boston, Bostonian Hotel (Associa- 
ated) 
Springfield, Charles Hotel 
New York: 
Brooklyn, 
ciated ) 
Flushing, Hotel Sanford 
New York City: 
Holland Hotel 
Ledonia Hotel 
Syracuse, Jefferson Clinton Hotel 
Ohio: 
Akron, Anthony Wayne Hotel 
Pennsylvania : 
Pittsburch, Fort Pitt Hotel 


Bossert Hotel (Asso- 


(Associated ) 


Lee Horers Company 
Lawrence H. Lee, President 


Executive Offices, Hollywood Plaza Hotel, 1637 North Vine Street, 
Hollywood, Calif. 


California: 
Beverly 
Hotel 
Hollywood, Hollywood Plaza Hotel 


Hills, Beverly Carlton 


California—Continued 
Laguna Beach, Laguna Hotel 
Los Anveles (Westwood), Cavalier 


Hotel 


Lzzeps HorTe.s 
Samuel Leeds, President 


Executive Offices, Hamilton Hotel, 20 South Dearborn Street, Chicago, Ill. 


Illinois: 
Chicago: 
Hamilton Hotel 
University Hotel 
Englewood Arms Hotel 


Ohio: 
Cleveland: 
Alcazar Hotel 
Commodore Hotel 


S. A. LyncH CORPORATION 
S. A. Lynch, Jr., President 


C. E. Holeomb, Vice President 


J. E. Shuey, Vice President 


C. E. Luttring, Secretary and Treasurer 


Executive Offices, Columbus Hotel Building, Post Office Box 2131, Miami, Fla. 


Florida: 
Miami: 
The Columbus 
The Towers 


Georgia: 
Atlanta: 
The Atlantan 
The Georgia 
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MacArrHur Hore s, Inc. 
Executive Offices, 4444 West Lawrence Avenue, Chicago, Il. 


Illinois: Oregon: 
Danville, Plaza Hotel Portland, Oregon Hotel 
Maryland: South Dakota: 
Hagerstown, Hamilton Hotel Hot Springs, Evans Hotel 
Minnesota: Pierre: 
Brainerd, Ransford Hotel Locke Hotel 
Crookston, Wayne Hotel St. Charles Hotel 
Mississippi : Wisconsin: 
Biloxi, Biloxi-MacArthur Hotel Portage, Portage Hotel 
Ohio: 
Alliance, Lexington Hotel 
Bucyrus, Weaver Hotel 
Ironton: 
Cecil Hotel 
MacArthur Hotel 


MacNas HorTets CORPORATION 
John and Robin MacNab, General Managers 
Executive Offices, 105 West Main Street, Bozeman, Mont. 


Florida : New Jersey: 
Delray Beach, Delray Beach Hotel Spring Lake, Allaire Hotel 
Montana: 


Bozeman, Baxter Hotel 


MANGER HOTELS 
Julius Manger, Jr., Chairman of the Board 
R. C. Beuttell, Executive Director 
Executive Offices, Manger Vanderbilt Hotel, 4 Park Avenue, New York, N. Y. 


District of Columbia: Michigan: 
Manger Annapolis Hotel Grand Rapids, Manger Rowe Hotel 
Manger Hamilton Hotel New York: 
Manager Hay-Adams Hotel New York City: 
Georgia: Manger Vanderbilt Hotel 
Savannah, Manger Hotel Manger Windsor Hotel 
Massachusetts: Rochester, Manger Rochester Hotel 
Boston, Manger Hotel Ohio: 
Cleveland, Manger Hotel 


MassaGira Horets 
Joseph Massaglia, Jr., President 
Executive Offices, Miramar Hotel, Santa Monica, Calif. 


California : New Mexico: 

Santa Monica, Miramar Hotel Albuquerque, Franciscan Hotel 

Sacramento, Senator Hotel Gallup, El Rancho Hotel 
Colorado: Ohio: 

Denver, Park Lane Hotel Cincinnati, Sinton Hotel 
Connecticut : Pennsylvania: 

Hartford, Bond Hotel Pittsburgh, Sherwyn Hotel 
District of Columbia: 

Raleigh Hotel 
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MATSON NAVIGATION CoMPANY 
Edwin K. Hastings, Vice President, Hotels Department 
Post Office Box 3890, Honolulu, Hawaii 
Mainland Offices, 215 Market Street, San Francisco, Calif 


Hawaii: Hawaii—Continued 
Honolulu: Honolulu—Continued 
Moana Hotel SurfRider Hotel 
Royal Hawaiian Hotel Princess Kaiulani Hotel 


T. J. MoCargtny Horers 
Thomas J. McCarthy, Owner 
Executive Offices, Maple Shade Inn, Pulaski, Va. 
Virginia : Virginia—Continued 
Pulaski : South Boston, John Randolph Hotel 


Maple Shade Inn 
Pulaski Hotel 


MELROSE OPERATED HorTeLs 
Louis W. Adams, President 
Executive Offices, Tudor Arms Hotel, Cleveland, Ohio 


Ohio: Ohio—Continued 
Cleveland: Cleveland—Continued 
Edgeway Apts. Tudor Arms Hotel 
Fern Hall Hotel Tiffin, Shawhan Hotel 
New Gillsy Hotel Toledo, Melrose Hotel 


MELVILLE HOoreLs 
Henry M. Margolis, President 
Executive Offices, 119 West 57th Street, New York, N. Y. 


Massachusetts: New York—Continued 
Boston, Fensgate Hotel New York City—Continued 
New York: Brierfield Hotel 
New York City: Ransby Hote! 
Alexandria Hotel Thomas Jefferson Hotel 


MEYER HOTELS 
John E. Meyer, President 
Roland A. Mumford, Vice President and General Manager 
E. Houston Brown, Secretary and Treasurer 
Executive Offices. 1811 First National Building, Birmingham, Ala. 


Florida: North Carolina: 
Jacksonville, Roosevelt Hotel Durham, Washington Duke Hotel 
Maryland: Raleigh, Sir Walter Hotel 
Baltimore, Emerson Hotel Tennessee: 
Knoxville, Farragut Hotel 
Nashville, Hermitage Hotel 
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Mip.aNnp Horers CoMPany 
Wilfred Wolfson, President 
Executive Offices, 600 Produce Bank Building, Minneapolis, Minn. 


Minnesota: 

Minneapolis : 
Hennepin Hotel 
Kenesaw Hotel 
Kenwood Hotel 
Maryland Hotel 


Minnesota—Continued 


Minneapolis—Continued 
Parkway Hotel 
The Rosslyn Apt. Hotel 
Sherwood Hotel 
Somerset Hotel 


Mrp-West OPERATED HoTeLs 


George B. Goldberg, Owner 


Executive Offices, Country Club Apartment Hotel, 3080 North Seventh Street, 
Phoenix, Ariz. 


Arizona: 
Phoenix : 
Country Club Apt. Hotel 
Patio Royale Apt. Hotel 


Turney Square Apt. Hotel 


Bel-Aire Apartments 
California : 


Beverly Hills, Ashley Arms Hotel 
Los Angeles, Hotel Chancellor 


California—Continued 


Palm Springs, Palm Springs Pueblo 
Hotel 


Illinois: 


Chicago: 
East End Park Hotel 
Hotel Sovereign 


Michigan : 


Detroit, Belcrest Hotel 


MILNER HOret SYSTEM 


H. J. Daldin, President and General Manager 
Executive Offices, 35th Floor, Book Tower, Detroit, Mich. 


Alabama : 

Birmingham, Earle Hotel 
Arizona: 

Phoenix, Earle Hotel 
Arkansas: 

Fort Smith, Milner Hotel 
California : 

Los Angeles, Milner Hotel 

Modesto, Hughson Hotel 
California—Continued 

Sacramento, Milner Hotel 

San Francisco, Milner Hotel 

Stockton, Milner Hotel 
Colorado: 

Denver, Milner Hotel 

Pueblo, Milner Hotel 
Connecticut: 

Bridgeport, Earle Hotel 

Bristol, Earle Hotel 

Hartford, Milner Hotel 

New Haven: 

Earle Hotel 
Milner Hotel 

Florida : 

Fort Myers, St. Charles Hotel 

Jacksonville, Earle Hotel 
Idaho: 

Boise, Milner Hotel 


Tilinois: 


Aurora, Milner Hotel 
Chicago, Milner Hotel 
Kewanee, Earle Hotel 
Kankakee, LaFayette Hotel 
Peoria, Milner Hotel 
Quincy, Milner Hotel 


Indiana: 


Anderson, Milner Hotel 
Brazil, Earle Hotel 
Fort Wayne, Milner Hotel 
Indianapolis: 

Earle Hotel 

Michigan Hotel 
Michigan City, Milner Hotel 
Seymour, Walton Hote! 
South Bend, Southern Hotel 
Terre Haute: 

Earle Hotel 

Milner Hotel 


Iowa: 


Cedar Rapids, Milner Hotel 
Des Moines: 

Earl Hotel 

Milner Hotel 
Marshalltown, Milner Hotel 
Ottumwa, Milner Hotel 
Sioux City, Milner Hotel 
Waterloo, Milner Hotel 
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MiILNeR Hore Systems—Continued 


Kansas: 
Leavenworth, Milner Hotel 
Kentucky: 
Ashland, Milner Hotel 
Bowling Green, Earle Hotel 
Fulton, Earle Hotel 
Louisville: 
Earle Hotel 
Milner Hotel 
Louisana : 
Monroe, Earle Hotel 
Shreveport, Jefferson Hotel 
Maine: 
Lewiston, Milner Hotel 
Maryland: 
3altimore, New Joyce Hotel 
Massachusetts: 
Boston: 
Earle Hotel 
Milner Hotel 
Springfield, Milner Hotel 
Worcester, Worcester Hotel 
Michigan: 
Ann Arbor, Earle Hotel 
Benton Harbor, Earle Hotel 
Detroit: 
Earle Hotel 
Griswold Hotel 
Edison Hotel 
Milner Hotel 
Ohio Hotel 
Penn Hotel 
Taft Hotel 
Flint: 
Milner Hotel 
Reid Hotel 
Grand Rapids: 
Cody Hotel 
Earle Hotel 
Milner Hotel 
Jackson: 
Earle Hotel 
Milner Hotel 
Kalamazoo, Milner Hotel 
Minnesota: 
}uluth, Milner Hotel 
Minneapolis, Milner Hotel 
St. Paul: 
Searle Hotel 
Frederic Hotel 
Milner Hotel 
Mississippi : 
Biloxi, Earle Hotel 
Hattiesburg, Milner Hotel 
Vicksburg, Earle Hotel 
Missouri: 
Independence, Earle Hotel 
Joplin : 
Earle Hotel 
Koronado Hotel Kourts 
Kansas City, Earle Hotel 
Sedalia, Milner Hotel 
Springfield : 
State Hotel 
Milner Hotel 
St. Louis, Milner Hotel 


Nebraska : 
Columbus, Earle Hotel 
Lincoln, Milner Hotel 
Norfolk, Earle Hotel 
Omaha : 
Earle Hote! 
Milner Hotel 
New Jersey : 
Camden, Milner Hotel 
Trenton, Earle Hote! 
New Mexico: 
Albuquerque, Milner Hotel 
New York: 
Binghampton, Earle Hotel 
Buffalo, Milner Hotel 
New York City: 
New Endicott Hotel 
Milner Hotel 
Niagara Falls, Milner Hotel 
Poughkeepsie, Earle Hotel 
Rochester : 
Earle Hotel 
Milner Hotel 
Utica : 
Earle Hotel 
Milner Hotel 
North Carolina: 
Asheville, Earle Hotel 
Hickory, Earle Hotel 
Raleigh, McAlpin Hotel 
Salisbury, Earle Hotel 
Ohio: 
Akron, Milner Hotel 
Canton, Milner Hotel 
Cincinnati: 
Earle Hotel 
Milner Hote! 
Cleveland: 
Colonial Hotel 
Earle Hotel 
Perkins Hotel 
Columbus : 
Milner Hotel 
Reid Hotel 
Dayton: 
Earle Hotel 
Milner Hotel 
Jackson, Cambrian Hotel 
Lancaster, Milner Hotel 
Lima: 
Milner Hotel 
Waldo Hotel 
Marion, Milner Hotel 
Middletown, Earle Hotel 
Portsmouth : 
Milner Hotel 
Reid Hotel 
Sandusky, Milner Hotel 
Springfield. Earle Hotel 
Toledo: 
Argonne Hotel 
Milner Hotel 
Youngstown, Earle Hotel 
Oklahoma : 
Enid, Oxford Hote! 
MeAlester, Earle Hotel 
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MILNER Hore. SysteMs—Continued 


Oklahoma—Continued 
Muskogee, Milner Hotel 
Oklahoma City, Milner Hotel 

Oregon: 

Portland: 

Hoyt Hotel 

Milner Hotel 

Perkins Hotel 

Ramapo Hotel 

Pennsylvania : 

Allentown: 

Earle Hotel 

Milner Hotel 
Altoona, Milner Hotel 
Brownsville, Earle Hotel 
Erie, Milner Hotel 
Harrisburg, Milner Hotel 
Lancaster, Earle Hotel 
Norristown, Milner Hotel 
Philadelphia : 

Earle Hotel 

Milner Hotel 

Majestic Hotel 

Parker Hotel 

Rodman Hotel 
Pittsburgh, Earle Hotel 
Pottsville, Earle Hotel 
Seranton, Milner Hotel 
Uniontown, Milner Hotel 
Williamsport, Earle Hotel 
Wilkes Barre, Milner Hotel 
York, Milner Hotel 

Rhode Island: 

Providence: 

Earle Hotel 

Milner Hotel 

South Carolina: 

Greenville, Milner Hotel 

South Dakota: 

Aberdeen, Earle Hotel 
Tennessee : 

Chattanooga, Milner Hotel 

Knoxville, Watauga Hotel 


Texas: 
Amarillo, Earle Hotel 
Beaumont, Earle Hotel 
Brownsville, Earle Hotel 
Dallas, Harle Hotel 
Fort Worth, Milner Hotel 
Galveston, Milner Hotel 
Houston, Earle Hotel 
San Angelo, Milner Hotel 
San Antonio, Milner Hotel 
Sherman, Texas Hotel 
Sweetwater, Earle Hotel 
Waco, Earle Hotel 
Wichita Falls: 
Earle Hotel 
Milner Hotel 
Utah: 
Ogden : 
Earle Hotel 
Milner Hotel 
Salt Lake City, Milner Hotel 
Virginia: 
Norfolk, Milner Hotel 
Petersburg: 
Earle Hotel 
Milner Hotel 
Richmond, Earle Hotel 
Roanoke, Earle Hotel 
Washington: 
Seattle: 
New Richmond Hotel 
Penbrook Hotel 
Spokane, Earle Hotel 
Tacoma, Earle Hotel 
Wenatchee, Milner Hotel 
Yakima, Milner Hotel 
West Virginia: 
Fairmont, Milner Hotel 
Huntington, Milner Hotel 
Wheeling, Milner Hotel 
Wisconsin: 
Janesville, Milner Hotel 
La Crosse, Milner Hotel 
Milwaukee, Juneau Hotel 


MITCHELL-FosTER HOTELS 
C. H. Mitchell, President 
E. M. Foster, Vice President; R. M. Foster, Secretary-Treasurer 


Executive Offices, 211 East Second Street, Ottumwa, Iowa 


Illinois: 


Springfield, Abraham Lincoln, The 


Iowa: 
Iowa City, Jefferson Hotel 
Keokuk, Iowa Hotel 


Iowa—Continued 
Waterloo, Russell-Lamson Hotel 
Wisconsin: 
Madison, Park Hotel 
Sheboygan, Foeste Hotel 


Morris HOTELS 
Morris Steinbaum, President; Albert Steinbaum, Vice President 
Executive Offices, 426 South Hill St., Los Angeles, Calif. 
California : 


Los Angeles, New Hotel Clark 
San Diego, San Diego Hotel 


California—Continued 
Santa Barbara, Barbara Hotel 





AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 965 


Mossy Horer CoRPoRATION 
Harry F. Lose, President and General Manage: 
V. A. Fankhauser, Vice President 
Executive Offices, 7th at Jackson, Topeka, Kans 
nsas: Kansas—Continued 
Topeka : Junction City, Hotel 


Hotel Jayhawk Third 
Jayhawk Junior Hotel 


MovuLper Hores 
Earl Moulder, President 
cutive Offices, Kentwood Arms Hotel, 700 St. Louis Street, Springfield, Mo. 
Kansas: Missouri : 


Coffeyville, Dale Hotel Columbia, Tiger Hotel 
Springfield, Kentwood Arms Hote 


MUELLER HOTELS 
H. H. Mueller, Operator 
Executive Offices, Hotel Muscatine, Muscatine, lowa 


a: Wisconsin : 

Cedar Rapids, Allison Hotel La Crosse, La Crosse Hotel 
Des Moines, Franklin Hotel 

Muscatine, Muscatine Hotel 


S. Q. Myers & Sons HorTe.Ls 
S. L. Myers, President ; W. H. Myers, Secretary-Treasurer 
Executive Offices, Hotel Greenville, Greenville, S. C. 


wth Carolina: South Carolina—Continued 
Albemarle, Albemarle Hotel Greenville: 
Concord, Concord Hotel Colonial Court Hotel 
Lenoir, Carlheim Hotel Greenville Hotel (Affiliated) 
ith Carolina: Rock Hill: 
Chester, Chester Hotel Andrew Jackson Hotel 
Florence, Colonial Hotel Andrew Jackson Court Hotel 
Sumter, Mount Vernon Court 


THE NEW-BELL HoTer Company, INC. 
J. Tip Newell, Secretary-Treasurer and General Manager 
Executive Offices, Grayson Hotel, Sherman, Tex. 
Arkansas: Texas—Continued 
Magnolia, Magnolia Inn McKinney, Cavalier Lodge 


Texas: Sherman, Grayson Hotel 
Greenville, Washington Hotel 


ALBERT NoE HOTELS 
Albert D. Noe, Jr., Founder; Albert D. Noe III, General Manager 
Executive Offices, The New Southern, Jackson, Tenn. 
Kentucky: Tennessee—Continued 
Owensboro, The Owensboro Jackson : 


Tennessee : The New Southern 
Chattanooga, The Read House The Roe 
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PACIFIC WESTERN HoTELs Corp. 
Craig P. Smith, President 
Executive Offices, 825 Sutter Street, San Francisco, Calif. 


California: California—Continued 
Carmel Valley, Carmel Valley Inn San Francisco—Continued 
San Francisco: The Commodore 
The Biltmore The Lombard 


PACKARD HoTer COMPANY 
Arthur J. Packard, President and Treasurer 
Executive Offices, Hotel Curtis, Mount Vernon, Ohio 


Ohio: Ohio—Continued 
Elyria, Graystone Hotel Springfield, Shawnee Hotel 
Findlay, Phoenix Hotel Van Wert, Marsh Hotel 
Mount Vernon, Curtis Hotel Wooster, Ohio Hotel 
Piqua, Fort Piqua Hotel 


J. H. Park Horets 
J. H. Park, Owner 
Executive Offices, Kingsport Inn, Kingsport, Tenn. 


Alabama: Mississippi : 

Opelika, Clement Hotel * Vicksburg, Jefferson Davis Hotel 
Arkansas: North Carolina: 

Blytheville, Nobel Hotel Henderson, Vance Hotel * 
Colorado: Tennessee : 

Greeley, Camfield Hotel Kingsport : 
Illinois : Homestead Hotel 

Beardstown, Park Hotel Kingsport Inn 
Kentucky : Virginia: 

Frankfort, Southern Hotel’ Norton, Norton Hotel 
Louisiana: 

Bogalusa, Pine Tree Inn 


1 Hotels owned and leased out by J. H. Park. 


ParK LANE PROPERTES Co. 
Francis X. Edwards, General Manager 
Executive Offices, 550 Geary Street, San Francisco, Calif. 


California: California—Continued 
San Francisco: San Francisco—Continued 
Brocklebank Apts. Park Lane Apts. 
El Cortez Hotel Sutter Hotel 


Tue Pate Horetrs 
A. A. and W. H. Pate, Owners 
ixecutive Offices, Sanborn Hotel, Florence, S. C. 


Georgia: North Carolina: 
Augusta: Carolina Beach, Greystone Hotel 
Margaret Hamilton Hotel South Carolina: 
Plaza Hotel Florence, Sanborn Hotel 
Shirley Hotel 
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PHILL?P’s HorTEis 
Walter E. Phillips, Owner 
Executive Offices, Hotel Bryant, 33 West Elm Street, Brockton, Mass. 


Massachusetts: Massachusetts—Continued 
Brockton: Brockton—Continued 
Ardmore Hotel Grayson Hotel 
Hotel Bryant 


Pick HoTre_s CorPORATION 
Albert Pick, Chairman of Board; Albert Pick, Jr., President 
J. E. Moss, Vice President and Treasurer; H. J. Steenrod, Secretary 
Headquarters, 20 North Wacker Drive, Chicago, LL. 


Alabama: Michigan: 
Birmingham, Hotel Bankhead Detroit, Hotel Fort Shelby 
District of Columbia: Flint, Hotel Durant 
The Lee House Missouri: 
Illinois: St. Louis: 
Chicago, Congress Hotel Hotel Mark Twain 
Evanston, Hotel Georgian Hotel Melbourne 
Indiana: Ohio: 
Indianapolis, Hotel Antlers Canton, Hotel Belden 
South Bend, Hotel Oliver Cincinnati, Hotel Fountain Square 
Kansas: Cleveland, Hotel Carter 
Topeka: Columbus, Hotel Fort Hayes 
Hotel Capitol Dayton, Hotel Miami 
Hotel Kansan Toledo, Hotel Fort Meigs 
Louisiana : Youngstown, Hotel Pick-Ohio 
Baton Rouge: Pennsylvania : 
Hotel Heidelberg Pittsburgh, Hotel Roosevelt 
Hotel Istrouma Scranton, Hotel Jermyn 
Hotel King 


PortTNor HorTe.ts 
L. Portnof; S. Portnof 
Executive Offices, Robert Fulton Hotel, 228 West 7ist Street, New York, N. Y. 
New York: New York—Continued 
New York City: New York City—Continued 
Cameron Hotel Park Plaza Hotel 
Emerson Hotel Robert Fulton Hotel 
Gregorian Hotel Wolcott Hotel 


J. B. Potunp HOorTeLs 
J. Garnett Andrews, Chairman of the Board 
Executive Offices, Patten Hotel, Chattanooga, Tenn. 


Florida: Tennessee : 
Jacksonville, Seminole Hotel Chattanooga, Patten Hotel 
Georgia : 
Savannah, De Soto Hotel 
Savannah Beach: 
De Soto Beach Hotel 


Powers BrRoTHeRS HOTEL ComMPANY 
F. Urban Powers, Thos. L. Powers, Edw. P. Powers 
Executive, Offices, Powers Hotel, Fargo, N. Dak. 
North Dakota: 
Fargo: 


Fargoan Hotel Powers Hotel 
Gardner Hotel 


78155—56——37 
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R-G-S Horets 
Carl E. Roessler, O. P. Greathouse, Carl G. Stifel 
Executive Offices, 224 North 4th Street, St. Louis, Mo. 


Illinois: Oklahoma: 
Springfield, St. Nicholas Hotel Oklahoma City, Black Hotel 
Tulsa, Tulsa Hotel 


RAMSEY CORPORATION 
Robert J. Ramsey, President 
Executive Offices, Coit-Ramsey Hotel, Oakland, Calif. 


California : California—Continued 
Carmel, Highlands Inn San Francisco: 
Oakland, Coit-Ramsey Hotel Alta Hotel 

Terminal Hotel 


REALTY Hore .s, INc. 
Harry M. Anholt, President 
Executive Offices, Biltmore Hotel, New York, N. Y. 
New York: New York—Continued 
New York City: New York City—Continued 
Barclay Hotel Park Lane Hotel 
Biltmore Hotel 
Ricu Hore.s 
Jay B. Rich, President 
Executive Offices, 3831 Fremont Street, Chicago, Il. 


Colorado: Illinois—Continued 
Denver, Belmont Apt. Hotel Chicago—Continued 
Illinois: Rokeby Hotel 
Chicago Ohio: 
Georgian Hotel Cleveland, Rocky River, Westlake 
Hertha Hotel Hotel (Associated ) 


Ricurorp Hore, OPERATING CORPORATION 
I. Morgenstern, President 
Executive Offices, Richford Hotel, Rochester, N. Y. 


New York: Pennsylvania : 
Buffalo, Richford Hotel Erie, Richford Hotel 
Rochester, Richford Hotel 


RicHMOND HOTELS, INC. 
Lee Paschall, President 
General Offices, Hotel Richmond, Richmond, Va. 
Virginia: Virginia—Continued 
Richmond : Richmond—Continued 
John Marshall Hotel King Carter Hotel 


Richmond Hotel Old Point Comfort, Fort Monroe, 
Wm. Byrd Hotel Chamberlin Hotel 
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ArTuvusr L. Rosertrs Hore rs 
Ruth R. Goetting, President 
Executive Offices, Hotel Arthur, Rochester, Minn. 


Florida: 
Ocala, Silver Springs, (w) High- 
lands Hotel 
Palm Beach: 
(w) Everglades Hotel & Apts. 
Seaglade Hotel ( Affiliated) 
Villa Atlantique 
West Palm Beach, North Shore 
Apts. 
Winter Haven, Hotel Haven 
Indiana: 
Lafayette: 
Hotel Fowler 
Labr Hotel 


Minnesota : 
Brainerd: 
(s) Green Hill Resort 
(s) Roberts Pine Beach Hotel 
(s) Sun Valley Lodge 
Fergus Falls, River Inn, The 
Mankota: 
Hotel Burton ( Affiliated) 
Hotel Saulpaugh 
Nothfield, Stuart Hotel 
Rochester : 
College Apts. 
Hotel Arthur 
Hotel Rochester 
Reiter Hotel & Apts. 
St. Cloud, St. Cloud Hotel 


Roya. Crest Horers 
C. W. Finck, President 


Emanuel Finck, Vice President 


Milton Finke, Managing Director 


Executive Offices, Abbey Hotel, 151 West 5ist Street, New York, N. Y. 


New York: 
New York City: 
Abbey Hotel 


New York—Continued 
New York City—Continued 
King Edward Hotel 
Shelton Hotel 


RvurTcer Resorts 


Executive Offices, Brainerd, Minn. 


Florida: 


Fort Lauderdale, (w) Ruttger’s by 


the Sea 
Minnesota : 


Bemidji, (s) Ruttger’s Birchmont 


Lodge 


Minnesota : 
Brainerd, (s) Ruttger’s Pine Beach 
Lodge 
Deerwood, (s) Ruttger’s Bay Lake 
Lodge 
Pequot Lakes, (c) Ruttger’s Shady 
Point Lodge 


SR Horets 


Harry Silverman, President 


Sol Rich, Vice President 


E. L. Wenzel, Secretary-Treasurer 


Executive Offices, Hotel Planters, 19 North Clark Street, Chicago, Il 


Colorado: 
Colorado Springs, Acacia Hotel 
Pueblo, Whitman Hotel 
Lilinois: 
Chicago, Planters Hotel 


Michigan: 
Lansing, Roosevelt Hotel 
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SARNO ASSOCIATED HOTELS 
Herman B. Sarno, President 
Executive Offices, 1192 Broadway, New York, N. Y. 


California : Pennsylvania: 
Hollywood, Hollywood Knicker- Pittsburgh, Carlton House Hotel 
bocker Hotel South Carolina: 
Georgia : Clearwater, Augusta Terrace Mote] 
Hapeville, Atlanta Terrace Motel Ontario: 
New Jersey : Toronto, Ford Hotel 
Asbury Park, Kingsley Arms Hotel Windsor, Prince Edward Hotel 
Newark, Douglas Hotel 
New York: 
New York City: 
Breslin Hotel 
San Carlos Hotel 


SCHIMMEL HOTELS 
A. Q. Schimmel, President 
Executive Offices, Cornhusker Hotel, Lincoln, Nebr. 


Illinois: Nebraska: 
Galesburg, Custer Hotel Lincoln, Cornhusker Hotel 
Quincy, Lincoln-Douglas Hotel Omaha, Blackstone Hotel 
Kansas: 
Kansas City, Town House 
Wichita, Lassen Hotel 


ScHINE HOTELS 
G. David Schine, President and General Manager 
Executive Offices, 445 Park Avenue, New York, N. Y. 


California: Florida—Continued 

Los Angeles, Ambassador Hotel Miami Beach—Continued 
Florida: Roney Plaza Hotel 

Boca Raton, Boca Raton Hotel & Massachusetts: 

Club Northampton, Northampton Hotel 
Miami, McAllister Hotel and Wiggins Old Tavern 
Miami Beach: 
Gulfstream Hotel Apartments 
and Cottages 


SCHROEDER HOTELS 
Walter Schroeder, President 
Executive Offices, 210 East Michigan Street, Milwaukee, Wis. 


Michigan: Wisconsin—Continued 
Benton Harbor, Vincent Hotel Green Bay, Northland Hotel 
Minnesota : Madison, Loraine Hotel 
Duluth, Duluth Hotel Milwaukee: 
Wisconsin: Astor Hotel 
Fond du Lac: Schroeder Hotel 
Calumet Hotel Wausau, Wausau Hotel 
Retlaw Hotel 
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SHERATON HOTELS 


(Sheraton Corporation of America) 


Ernest Henderson, President 


Executive Offices, Sheraton Building, 470 Atlantic Avenue, Boston, Mass. 


California: 
Los Angeles, Sheraton-Town House 
Pasadena, Huntington-Sheraton 
Hotel 
San Francisco, 
Hotel 
District of Columbia: 
Sheraton-Park Hotel 
Sheraton-Carlton Hotel 
Illinois: 
Chicago: 
Sheraton Hotel 
Sheraton-Blackstone Hotel 
Indiana: 
Indianapolis, Sheraton-Lincoln Ho- 
tel 
Maryland: 
Bultimore, Sheraton-Belvedere Ho- 
tel 
Massachusetts: 
30ston, Sheraton Plaza Hotel 
Brookline, Beaconsfield Hotel 
Springfield, Sheraton-Kimball Ho- 
tel 
Michigan: 
Detroit, Sheraton-Cadillae Hotel 
Missouri: 
St. Louis, Sheraton Hotel 


Sheraton-Palace 


New York: 
Albany, Sheraton-Ten Eyck Hotel 
Buffalo, Sheraton Hotei 
New York City: 
Sheraton-Astor Hotel 
Park-Sheraton Hotel 
Sheraton-Russel! Hotel 
tochester, Sheraton Hotel 
Louisiana : 
New Orleans, Claiborne Towers 
Ohio: 
Akron, Sheraton-Mayflower Hotel 
Cincinnati, Sheraton-Gibson Hotel 
Rhode Island: 
Providence, Sheraton-Biltmore Ho- 
tel 
Ontario: 
Hamilton, Royal Connaught Hotel 
Niagara Falls: 

Foxhead Hotel 
Sheraton-Brock Hotel 
Toronto, King Edward Hotel 

Quebec : 
Montreal: 
Laurentien Hotel 
Sheraton-Mt. Royal Hotel 


HorTet SHERMAN 


Frank W. Bering, Chairman of the Board 


James A. Hart, Vice Chairman 


Pat Hoy, President 


Executive Offices, Hotel Sherman, Chicago, Lil. 


Illinois: 
Chicago: 
Hotel Ambassador East 
Hotel Ambassador West 


Illinois—Continued 
Chicago—Continued 
Hotel. Sherman 


SHERRARD HOTELS 


Glenwood J. Sherrard, President and Managing Director 


Executive Offices, Parker House, Boston, Mass. 


Massachusetts: 
Boston: 
sellevue Hotel 
Lincolnshire Hotel 


Massachusetts—Continued 
Boston—Continued 
Parker House, The 
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SHINDERMAN MANAGEMENT HOTELS 
Bernard B. Shinderman, Chairman of Board 
Alfred B. Solomon, President 
Executive Offices, 677 North Michigan Avenue, Chicago, II. 


Florida: Florida—Continued 
Miami Beach: Miami Springs, Green Mansions 
Beachcomber Apartments Hotel 
Gold Coast Apartments Wisconsin : 


Mount Royal Manor Genoa City, Nippersink Manor Re 
North Shore Manor sort 


Wilnor Apartments Pewaukee, Oakton Manor Resort 


JAMES BARKER SMITH HOTELS 
James Barker Smith, Operator 
Executive Offices, Wentworth-by-the-Sea Hotel, Portsmouth, N. H. 


New Hampshire: New Hampshire—Continued 
Portsmouth : Portsmouth—Continued _. 
General Whipple House Wentworth-by-the-Sea Hotel 
Rockingham Hotel 


Rocer SMITH HOTELS CORPORATION 
O. A. de Lima, President 
Executive Offices, 151 East 50th Street, New York, N. Y. 


Connecticut: New Jersey: 


Stamford: New Brunswick, Roger Smith Ho- 
Roger Smith Hotel tel 
Davenport Hotel New York: 
District of Columbia: New York City: 
iverett Hotel Park Crescent Hotel 
Rogers Smith Hotel Roger Smith Hotel 
Massachusetts : White Plains, Roger Smith Hotel 
Holyoke, Roger Smith Hotel 


W. B. ann H. J. SmitH HOTELs 
Walter B. Smith, President 
Executive Offices, Brevort Hotel, Indianapolis, Ind. 


Indiana: 
Huntington, Exchange Hotel Indiana—Continued 
Brevort Hotel 
Lorraine Hotel 


SONNABEND OPERATED HOTELS 
A. M. Sonnabend, President 
Executive Offices, 390 Commonwealth Avenue, Boston, Mass. 


Florida : Massachusetts: 

Palm Beach, Whitehall Hotel Boston, Somerset Hotel 
Illinois: New York: 

Chicago, Edgewater Beach Hotel New York City, Ritz Tower Hotel 
Maine: Ohio: 

Rockland, Sam-O-Set Hotel Cleveland, Cleveland Hotel 
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SoutTHEeRN Hore s, Inc. 
H. S. Ford, President 
Executive Offices, Holt Hotel, Wichita Falls, Tex. 


Texas: Texas—Continned 
Lubbock, Motor Inn Hotel Wichita Falls: 


San Antonio, Westerner Hotel Holt Hotel 
Kemp Hotel 


SouTHWEST Hore Ls, Inc. 
H. J. Burford, General Manager 


Executive Offices, Hotel Marion, Little Rock, Ark. 


Arkansas: Missouri: 
Hot Springs, Majestic Hotel Kansas City, Continental Hotel 
Little Rock: Tennessee : 
Albert Pike Hotel Memphis, Wm. Len Hotel 
Grady Manning Hotel 
Lafayette Hotel 
Marion Hotel 


Spencer-TAYLOR HOTELS 
Morton 8S. Wolf, President Charles S. Wolf, Secretary-Treasurer 


George A. Fechtman, Vice President Theodore A. Cooke, Comptroller 


Executive Offices, 465 Park Avenue, New York, N. Y. 


New York: New York—Continued 
New York City: New York City—Continued 

Madison, The Surrey, The 

One Fifth Avenue Volney, The 


Beaux Arts Peter Cooper 
Mayflower Brooklyn, Towers Hotel 


STATLER Hotrets DELAWARE Corp. 
Conrad N. Hilton, President 


{See listing of Hilton Hotels Corporation) 


STERLING Hotes System 
Andrew J. Sordoni, President and General Manager 
Andrew J. Sordoni, Jr., Vice President 
Harry W. Clarke, Executive Vice President, General Operating Manager 


Executive Offices, Hotel Sterling, Wilkes-Barre, Pa. 


New York: 
Binghamton, Arlington Hotel Pennsylvania—Continued 
Pennsylvania: Hazleton, Altamont Hotel 
Allentown : Montrose, Montrose Inn 
Americus Hotel Wilkes-Barre, Sterling Hotel 


Hamilton Hotel 
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Strites Hotrer CoMPpANY 
Cliff F. Stiles, J. A. Stiles, John Stiles, Walter C. Green, Sr. 
Executive Offices, Hotel Redmont, Birmingham, Ala. 


Alabama: Georgia: 
sirmingham, Redmont Hotel Athens, Georgian Hotel 
Milledgeville, Baldwin Hotel 


Florida: 
Thomasville, Scott Hotel 


Marianna, Chipola Hotel 
Panama City, Dixie-Sherman Hotel Mississippi: 
Columbus, Gilmer Hotel 


Tallahassee, Cherokee Hotel 
South Carolina: 
Anderson, John C. Calhoun Hotel 


STONE-LARSON HOTELS Co. 
C. R. Larson, General Manager 


Executive Offices, Post Office Box 629, Grand Forks, N. Dak. 
North Dakota—Continued 


Minnesota: 
Minneapolis, Stone Hotel Grafton, Basell Hotel 
Grand Forks, New Columbia Hotel 


St. Paul, Claude Hotel 
& Motel 


North Dakota: 
Fargo, Fargo House Hotel 


TANGNEY-MCGINN HOTELS Co. 
FX. F. Tangney, President; 8S. F. McGinn, Vice President 
Executive Offices, 512 Walnut Building, Des Moines, Iowa 
Iowa: Iowa—Continued 
Ames, Sheldon-Munn Hotel Waterloo, President Hotel 
Des Moines, Kirkwood Hotel 


GEORGE T. THOMPSON HoTEL COMPANY 


George T. Thompson, President and General Manager; William R. Tobias, 
Assistant to President 


Executive Offices, Bellevue Hotel, 505 Geary Street, San Francisco, Calif. 
California—Continued 

Boyes Springs, Sonoma Mission Inn Garberville, Benbow Inn 
Eureka, Eureka Inn Ignacio, Rancho Rafael 


California: 


Tiscu Hore .s, Inc. 


Al Tisch, Chairman of Board; Laurence A. Tisch, President; P. Robert Tisch, 
Secretary ; Herbert A. Hofmann, Treasurer 


Executive Offices, Traymore Hotel, Atlantic City, N. J. 
New Jersey: New York: 
New York City, Belmont Plaza Ho- 


Atlantie City: 
The Traymore tel 
The Ambassador Highmount, (s) Grand Hotel 
Lakewood, (w) Laurel in the Pines 
West End, (s) Sand and Surf 


Town HOrTeELs 
C. H. Kaplan, Managing Director 


Executive Offices, 6305 Yucca Street, Hollywood, Calif. 


California: California—Continued 
El Centro, Barbara Worth Hotel Hollywood—Continued 
Hollywood: Ravenswood Apartments 
El Royale Apartments Wilmington, Don Hotel 
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TREADWAY INNS 


Richard Treadway, Managing Director; John F. Treadway, Assistant 
Managing Director; David F. Treadway, Sales Director 


i 


Executive Offices, 73 Tremont Street, Boston, Mass. 


Florida: New Hampshire: 
Vero Beach, Royal Park Inn and Randolph, (s) The Ravine House 
Guest Cottages New York: 
Massachusetts : Cazenovia, Lincklaen House 
Amherst, The Lord Jeffery Cooperstown : 
Andover, Andover Inn Cooper Inn 
Framingham, (s) 1812 House (s) The Otesaga 
North Falmouth, (s) Treadway Inn Rochester, Treadway Inn 
at Coonamessett Vermont: 
Sturbridge Common, Publick House Pico Peak, Rutland: 
Williamstown, Williams Inn (s) Long Trail Lodge 
Winchendon, (s) Toy Town Tavern (w) Ski Chalet 


E. A. Trovitti0on Horets 
E. A. Trovillion, Owner 
Executive Offices, New Hotel Greystone, Paris, Tenn. 


Tennessee : Tennessee—Continued 
Clarksville, New Hotel Montgomery Paris—Continued 


Paris: Hote! Caldwell 
New Hotel Greystone Benjamin Franklin Hotel 


B. H. Tureen Hotes, Inc. 
B. H. Tureen, President and Managing Director 
Executive Offices, 108 North Kingshighway, St. Louis, Mo. 


Missouri: Missouri—Continued 
St. Louis: St. Louis—Continued 
Baltimore Hotel Majestic Hotel 
Kingsway Hotel 


UTaH PaRKsS COMPANY 
W. P. Rogers, General Manager 
Executive Offices, Cedar City, Utah 
Arizona: Utah—Continued 
Grand Canyon National Park, Cedar Breaks National Monument, 
North Rim, Grand Canyon Na- Cedar Breaks Lodge 
tion Park Lodge Cedar City, E! Escalante Hotel 


Utah: Zion National Park, Zion National 
Bryce Canyon, Bryce Canyon Na- Park Lodge 
tional Park Lodge 


VANCE AFFILIATED HOTELS 


George F. Vance, President ; John E. Graham, Vice President and General Manager 


Executive Offices, Joseph Vance Building, Seattle, Wash. 


Washington: Washington—Continued 
Richland, Desert Inn Spokane, Ridpath Hotel 
Seattle: Yakima, Chinook Hotel 

Camlin Hotel 
Vance Hotel 
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VAN OxMAN HOTELS 


F. Harold Van Orman, President 


F. Harold Van Orman, Jr., Vice President and General Manager 


Executive Offices, Hotel McCurdy, Evansville, Indiana 


Indiana: 
Evansville, Hotel McCurdy 
Fort Wayne, Hotel Van Orman 


Indiana—Continued 
Bloomington, Hotel 
Graham 


Van Orman- 


THE VAYSSIE HOTELS 


Rene A. Vayssie, 


Managing Owner 


Executive Offices, Roosevelt Hotel, San Francisco, Calif. 


California: 
San Francisco: 
Cadillac Hotel 
Geary Hotel 


California—Continued 
San Francisco—Continued 
Roosevelt Hotel 


WAKULLA EDGEWATER COMPANY 


Edward Ball, President: Roger L. Main, Secretary and Treasurer 


A. P. Shoemaker, Jr., Vice President in charge of operations 


Executive Offices, 1514 Barnett Bank Building, Jacksonville, Fla. 


Florida: 
Key West, 
filiated ) 
Panama City Beach, Edgewater 
Gulf Beach Apartments 
Wakulla Springs, Wakulla Springs 
Lodge 


La Concha Hotel (Af- 


Mississippi : 
Edgewater Park, Edgewater Gulf 
Hotel 
Gulfport, Hotel 
ated ) 


Markham (Affili- 


WARREN Horets 


Harry Perlmeter, President 


Executive Offices, Hotel Hamilton, Omaha, Nebr. 


Nebraska: 
Alliance, Alliance Hotel 
Omaha, Hamilton Hotel 


Wisconsin: 

Baraboo, Warren Hotel 
Wyoming: 

Cody, Cody Inn 


WESTERN HOTELS, INc. 


S. W. Thurston, President 


Executive Offices, 1900 Second Avenue, Seattle, Wash. 


California : 
Los Angeles, Mayfair Hotel 
Palm Springs, Oasis Hotel 
San Francisco: 
Maurice Hotel 
St. Francis Hotel 
Sir Francis Drake Hotel 
Colorado: 
Denver, Cosmopolitan Hotel 
Idaho: 
Boise: 
Boise Hotel 
Owyhee Hotel 
Pocatello, Bannock Hotel 
Montana: 
Billings, Northern Hotel 


Oregon : 
Portland: 
Benson Hotel 
Multnomah Hotel 
Utah: 
Salt Lake City, Newhouse Hotel 
Washington : 
Bellingham, Leopold Hotel 
Seattle: 
Benjamin Franklin Hotel 
Mayflower Hotel 
Roosevelt Hotel 
Spokane, Davenport Hotel 
Tacoma, Winthrop Hotel 
Wenatchee, Cascadian Hotel 
British Columbia: 
Vancouver, Georgia Hotel 
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JacK WuHirTre—Waite PLaza Horets 
Jack White, Operator 
Executive Offices, 714 Travis Building, San Antonio, Tex 


Texas: Texas—Conttnued 
Corpus Christi: Dallas, White Plaza Hotel 
White Plaza Hotel San Antonio, White Plaza Hotel 
Terrace Hotel Apartments 


WoopWaAkD-CARPENTER HOTELS 
Dorothy Woodward, President 
James D. Carpenter and George Woodward, Jr., Managing Directors 
General Offices, Hotel Loyal, Omaha, Neb. 
Nebraska : Nebraska—Continued 
Omaha: Omaha—Continued 


Delmar Hotel Lova! Hetel 


Henshaw Hotel Neville Hotel 
Keen Hotel 


Wyman HOoreELs 
Thomas F. Wyman, Owner 
Executive Offices, Henry Clay Hotel, West Point, Miss. 
Mississippi: Oklahoma: 
West Point, Henry Clay Hotel Miami, Miami Hotel 
Missouri: 
Carthage, Drake Hotel 
YELLOWSTONE Park HOTELS 


Yellowstone Park Co. 


Executive Offices, Yellowstone Park, Wyo.—June 1 to September 30; Helena, 
Mont.—October 1 to May 31 


Wyoming: W yoming—Continued 

Yellowstone Park: Yellowstone Park—Continued 

(s) Mammoth Springs Hotel (s) Lake Hotel & Cottages 
& Cottages (s) Grand Canyon Hotel 

(s) Old Faithful Inn (s) Grand Canyon Lodge 
(s) Old Faithful Lodge (s) Grand Canyon Cabins 
(s) Old Faithful Cabins (s) Roosevelt Lodge 
(s) Lake Lodge (s) Roosevelt Cabins 
(s) Lake Lodge Cabins 


YOSEMITE NATIONAL PARK HOTELS 
Yosemite Park & Curry Co. 


H. OehImann, Executive Vice President 
George W. Goldsworthy, Superintendent Hotel Division 
John G. Loncharic, Assistant Superintendent Hotel Division 


Executive Offices, Yosemite National Park, Calif. 


California: California—Continued 
Yosemite : Yosemite—Continued 

Ahwahnee Hotel (s) Merced Lake High Sierra 
(s) Big Trees Lodge Camp 
(s) Camp Curry (s) Tuolumne Lodge 
(s) Glacier Point Hotel (s) Vogelsang High Sierra 
(s) Glen Aulin Camp Camp 
(s) May Lake Camp (s) Wawona Hotel 


Yosemite Lodge 
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COST OF LIVING FOR WOMEN WORKERS, NEW YORK STATE, 
SEPTEMBER 1955 


This report was prepared by Edith A. Turner and Nicholas Neufeld 
under the general supervision of Dorothea Maier. The basic ma- 
terials from which the report was written were compiled by Mary 
W. Breeland, Helena Dickinson, Albert Rosenoff, Martin Ruther, 
Phoebe Sharfstein, and Martin Ziegler. 


ADDENDA 


When this report was prepared it was not known whether or not there would 
be a reduction in State income taxes. Accordingly, preliminary figures were 
prepared showing the full amount of tax. 

On April 6, Governor Harriman signed a bill authorizing a 15 percent reduc- 
tion in the first $100 of income tax due, and a 10 percent reduction in the next 
$200 of tax, up to a maximum of $35. The final figures including this reduction 
in State income taxes are presented in the table below. These figures supersede 
the figures given in table 1, page 10, of this report. 


Annual cost of adequate maintenance and protection of health of a woman 
worker living as a member of a family, September 19565 


Total cost Total | Federal | State | 
City ofadequate| goods and | income income Insurance | Savings 
| mainte- services | tax tax 
| mance | 


New York State........... a 2, f $346 | 

New York City 4 ehiaee j , 880 | 350 | 

Outside New York City f , 836 337 
"ees ahiienia’ 2, 563 | ,& 341 | 
Rochester 2, 66 ¢ | 359 | 
Binghamton eee 2, , 834 | 337 | 
Jamestown | 753 314 
Glens Falls- --- : . 65! . 359 
Norwich 2, 466 | , 78 323 | 
Carthage = 767 | 319 


2 ty ft 
2s 


S: 


tonne net 
s2Saxr 


Note.—The revised weekly cost of adequate maintenance in New York is $49.77. 


SUMMARY 


A workingwoman living with her family in New York State in September 
1955 needed $2,593 a year, or nearly $50 each week, to support herself adequately, 
meet income-tax payments, and save for emergencies and old age, according to 
the 19th survey of living costs made by the division of research and statistics of 
the New York State Department of Labor. Of this total, $1,866 was needed to 
cover the cost of goods and services, and $727 was required for income taxes, 
insurance, and savings. 

The survey shows how much it costs a workingwoman to live with her family 
at a level providing adequate maintenance and protection of health. The bud- 
get—that is, the list of food, clothing, and other goods and services set up as 
a basis for measuring the cost of this standard of living—enables a working- 
woman to keep up her appearance, her morale and self-respect, and to compete 
for and hold her job. Every section of the budget was designed to provide con- 
tinuous self-support and to meet present-day needs of New York State working- 
women. 

Prices of the articles and services in the budget were collected in September 
1955 by field visits to representative retail stores, service establishments, doctors, 
and dentists. In communities outside of New York City, rent information was 
obtained from tenants through the use of a mail questionnaire supplemented by 
field visits. For New York City, the percentage change in rentals shown by the 
Consumer Price Index of the United States Bureau of Labor Statistics was used 
in computing housing costs. 

Eight New York State communities were surveyed in 1955—New York City, 
Buffalo, Rochester, Binghamton, Jamestown, Glens Falls, Norwich, and Carthage. 
Insofar as possible the same budget was priced in each community, so that living 
costs could be compared. 
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The weekly amount needed by a New York State workingwoman is apportioned 
as follows: 


Total 


Cc jothing 

Clothing upkeep 

Personal care 

ee ae andeeeeanan ee See 

ce ee eicsemetanlameiseomeieres a 
Other living essentials, including transportation ogee er ene amieienen . 
rr... oo oa aenniinsinamennaiaensaaa ane 
Insurance 7 
lela netenenas arama I I alee 


mr mlto wlio. 
oil a = 


Nearly 35 cents out of every dollar in this budget was needed for housing, 
other household expenses, and food. Clothing and clothing upkeep required 15 
cents. Leisure-time activities and other living essentials together required 16 
cents out of every dollar, while personal care, medical care, and insurance to- 
gether accounted for 10 cents. State and Federal income taxes took 14 cents, 
and 10 cents was set aside as a reserve for contingencies not covered in other 
sections of the budget. 


STANDARD, SCOPE, AND METHOD 


Purpose of the survey 


The minimum-wage law declares that it is the public policy of the State that 
employed women and minors shall receive wages suflicient to provide adequate 
maintenance and to protect health. If the industrial commissioner finds out 
that a substantial number of women or minors engaged in any occupation or 
occupational group is receiving less than this amount, he is authorized to appoint 
a wage board to report upon the establishment of minimum wages. The amount 
necessary for adequate maintenance and protection of health is 1 of the 3 fac- 
tors considered by wage boards and the industrial commissioner in establishing 
minimum-wage standards. 

A field survey of the cost of living of workingwomen is made each year by 
the New York State Department of Labor to determine this amount. The results 
of this survey have been accepted by minimum-wage boards as a measure of 
the cost of adequate maintenance and protection of health, and each wage 
board has directed its attention to the question of how far it could go in rec- 
ommending to the industrial commissioner minimum-wage rates approaching 
this standard in view of conditions existing in the particular industry. 

Although the primary purpose of the survey is to provide data for the establish- 
ment of minimum-wage standards, it has in addition been of interest and use 
to governmental agencies, employer, and employee organizations, chambers of 
commerce, industrial firms, educational institutions, social-welfare agencies, 
civic organizations, and individuals concerned with living costs and labor 
standards. 


Basic concepts of the survey 


This survey is of the commodity-quantity type, showing how much it costs 
to buy sufficient quantities of commodities and services to enable a working- 
woman to live according to a certain standard of living. There are many differ- 
ent standards of living, ranging from a poverty to a luxury level. This survey 
measures the cost of a standard which provides minimum adequate maintenance 
and protection of health. Certain fundamental principles were followed in trans- 
lating the standard of minimum adequacy into a specific list of goods and services. 

The principle of self-support was kept in mind in setting up each section of the 
budget. The New York State minimum-wage law characterizes as undesirable 
wages which need to be supplemented by the payment of public moneys for relief 
or other public assistance. The standard, therefore, must provide the goods and 
services which enable a workingwoman to be completely and continuously self- 
supporting. A workingwoman should not have to depend on her family or 
philanthropic agencies for medical care, recreation, or other necessary serv- 
ices. She should be able to pay her full share of the family's cost of food, rent, 
and other household expenses. On the other hand, no allowance is made for 
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the fact that many workingwomen not only support themselves but also con- 
tribute toward the support of others. 

The budget was set up in conformity with existing conditions, reflecting a way 
of life customarily accepted in New York State. Current custom is a factor 
of primary importance in determining items to be included in the clothing and 
recreation budgets of self-supporting women. Housing standards, too, are judged 
from this point of view. It is recognized that inability to conform in essentials 
with the prevailing practice of the community may have adverse social and 
psychological effects. 

The budget was constructed to represent the average needs of those wage- 
earning women in New York State who are covered by the minimum-wage law. 
The ages of employed women and the occupations at which they work were basic 
considerations in setting up standards of minimum adequacy in those sections 
of the budget which vary according to these factors. 

In summary, the budget enables a workingwoman to keep up her appearance, 
her morale, and self-respect, and to compete for and hold her job. Every sec- 
tion was set up and judged in terms of whether it provides continuous self-support 
and meets present-day needs of New York workingwomen. The budget is not 
intended to be an ideal pattern of expenditure to be followed by all working- 
women. Rather, it is representative of a standard within which there is room 
for variation according to individual tastes and circumstances. At the same 


time it is a minimum level below which an adequate standard of living cannot be 
maintained. 


Bases for selection of goods and services in the budget 


A synthetic budget was constructed of the goods and services needed to pro- 
vide adequate maintenance and protection of health, and the quantities of each 
item required in the course of a year. This budget was based on all available 
information, including expenditure and budget studies, other material relating to 
specific budget items, the writings and advice of experts, supplemented by special 
field studies by the New York State Department of Labor. 

Budgets prepared by welfare organizations and other agencies were examined. 
Budgets of relief agencies usually are based on the subsistence needs of a family 
unit, and their primary purpose is to tide the family or individual over a short 
period. Hence, they cannot be followed in selecting items for a budget that must 
insure adequacy and protect health for extended periods of time. 

Neither could surveys of actual expenditures be used as the basis for deter- 
mining the amount needed for minimum adequacy. Inasmuch as people adapt 
their expenditures to the size of their income, such surveys among low-income 
families often reflect the inadequate wages which the minimum-wage law is 
intended to remedy, while expenditures of families with higher incomes repre- 
sent a standard above-minimum adequacy. However, expenditure surveys were 
useful as a guide in the establishment of standards in those sections of the budget 
where custom and habit are controlling factors. 

Scientific evidence and expert advice were important factors in the construc- 
tion of the budget, as well as in determining quality standards for commodities 
to be priced. Expert assistance was received from housing authorities, nutri- 
tionists, clothing experts, and specialists in various other budgetary fields, not 
only in the initial determination of items to be included but in subsequent revi- 
sions to keep the budget up to date. 

The budget is reviewed each year to keep it up to date and representative of 
current market conditions, consumer habits, and the most recent scientific find- 
ings regarding requirements for adequate maintenance and protection of health. 
At the present time, in fact, the entire survey—its concepts, standards, and pro- 
cedures—are undergoing a complete reevaluation. Since the first survey in 1937, 
changes have been made in the list of articles included, in the quantities allowed, 
in pricing techniques, and in methods of calculating costs. Despite these annual 
revisions, the basic standard of each survey has been the same, namely, the 
amount needed for adequate maintenance and protection of health. 

The list of goods and services which provide adequate maintenance and pro- 
tection of health and the quantities allowed on an annual basis are presented in 
appendix I in the form of a commodity-quantity budget. A description of the 
changes made in the budget in September 1955 is found in appendix II. 


Selection of communities for pricing 


Prices of the goods and services in the commodity quantity budget were col- 
lected in 1955 in a number of New York State communities which have been 
chosen as representative of living conditions in the State as a whole. In gen- 
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eral, each community surveyed was an important trading center for the area 
in which it is located, A relatively high proportion of the women living in 
each community selected worked in industries covered by the minimum wage 
law. 

In 1955, 8 communities with populations ranging from 4,420 in Carthage to 
about 8 million in New York City were included in the survey. The commupi- 
ties covered and their population according to the 1950 census are as follows: 


Population 

7, 891, 957 

580, 132 

332, 488 

Binghamton mo : eae 80, 674 
Jamestown 43, 354 


19, 610 
8, 816 
4, 420 


All of these communities have been included in previous surveys. New York 
City has been included each year; Buffulo, Rochester, Binghamton, Jamestown, 
and Glens Falls were last priced in 1952; Norwich and Cathage were last priced 
in 1951. 


Collection of prices 


The pricing policies and techniques used are generally similar to those used 
by the Bureau of Labor Statistics of the United States Department of Labor in 
its monthly Consumer Price Index. 

Prices are obtained for articles meeting previously determined specifications. 
In a given store, when any one of a number of articles meets the specifications, 
prices are obtained for the volume seller. Comparability of costs in the various 
communities is assured by pricing the same budget throughout the State. A few 
adaptations have to be made in the budget in individual communities because of 
local housing and local buying habits. Prices for any one year relate to the 
same date in all communities; in 1955 prices were collected for September 15. 

Price information for nearly all of the approximately 180 different items in 
the budget is obtained by personal visits: information for some items is obtained 
through telephone calls or mailed questionnaires. Prices are obtained from 
representative retail stores, restaurants, beauty shops, dry-cleaning and other 
establishments. Fees for professional services are furnished by doctors, den- 
tists, oculists, optometrists, and nurses. Prices for heating fuel are obtained 
from local coal and oil dealers, while rates for gas and electricity are furnished 
by public utility companies. In upstate communities, rents of representative 
dwellings occupied by wage-earning families are obtained from tenants by mailed 
questionnaires, supplemented by field visits, while in New York City the per- 
centage changes in rentals shown by the United States Bureau of Labor Statistics 
are used as a basis in computing housing costs. 

Stores patronized by wage-earning families are selected for pricing; neither 
luxury stores nor those specializing in job lots or distress merchandise are in- 
cluded. In general, prices for each article are obtained in at least four repre- 
sentative outlets in each community. The number of prices obtained for items . 
in certain sections of the budget varies with the size of community. The num- 
ber of dwelling units for which rentals are ascertained also varies according to 
size of community. 

Because of limited shopping facilities in the smaller towns and villages, it is 
not always possible to obtain the required number of price quotations within 
those communities. Whenever it is customary for working women living in a 
small community to shop in a nearby large city, prices are also obtained in that 
city for articles commonly purchased there. 


Method of combining figures 


In general, an average price is calculated for each item. For the items in the 
food budget, separate averages of prices in chainstores and independents are cal- 
culated and these averages are weighted by the relative amount of trading done 
in each type of establishment. The annual cost of each item in the budget is 
obtained by multiplying the average price of the item by the quantity needed 
annually; the total cost of living in the community is then obtained by adding 
the annual costs of all the items in the budget. 

The cost of living in New York State is obtained by weighting the cost of living 
in large and small communities according to the population. 
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COST OF ADEQUATE MAINTENANCE AND PROTECTION OF HEALTH 


All itema 


A workingwoman living with her family in New York State in September 1955 
needed $2,593 a year, or an average of $49.86 a week, in order to live at a standard 
which provides minimum adequate maintenance and protection of health. The 
weekly amount is apportioned as follows: 


Housing, food at home, and other household expenses 
Lunches 

Clothing 

CI 

Personal care 

Medical care 

Leisure-time activities bccnidiaiiabe 7 
Other living essentiais, including transportation 
Income taxes 

RE ia teeccateaeaals 

I iii ihn baie sient 


bt a) SS OO IS Pt 


. — . -_ 4.{ 

Nearly 35 cents out of every dollar in a workingwoman’s budget was needed 
for housing, other household expenses, and food. Clothing and clothing upkeep 
required 15 cents. Leisure-time activities and other living essentials together 
required 16 cents out of every dollar: personal care, medical care, and insurance 
together accounted for 10 cents; State and Federal income taxes, 14 cents; and 
i reserve for contingencies not covered in other sections of the budget, 10 cents. 

The amount needed to provide adequate maintenance and protect the health 
of a workingwoman is shown in table 1 for the 8 cities included in the 1955 
survey, grouped according to size of community. Living costs ranged from 
$2,422 a year in Jamestown to $2,666 in Rochester, a difference of 10 percent 
The cost of a comparable standard of living did not appear to be directly related 
to size of community. Living costs in Norwich and Carthage, the two commnu- 
nities in the survey having less than 10,000 population, were slightly higher than 
in Jamestown, which has more than 40,000 inhabitants. Similarly, costs in Glens 
Falls, a city of 20,000, were second highest in the State—only $5 less than those 
in Rochester, with over 330,000 inhabitants. 


Changes from 1951 to 1955 


In making a comparison of costs in New York State in 1955 with those in 1951, 
it was necessary to recompute the State figure, including only identical cities, 
because the State average varies slightly with the inciusion of different cities. 
The comparison between 1951 and 1955 is based on costs in the five cities priced 
in both years—New York City, Buffalo, Rochester, Norwich, and Carthage. 

Furthermore, differences in costs reflect not only price changes but also re- 
visions in procedure and changes in the budget. Over the course of the years, 
changes have been made in the list of articles included, in the quantities allowed, 
in pricing techniques, and in methods of calculating costs. Despite these changes, 
the basic standard of each survey is the same, namely, the amount needed for 
adequate maintenance and protection of health. 

Total living costs in New York State between 1951 and 1955 rose approxi- 
mately 12 percent. The cost of goods and services—that is, the cost of the budget 
excluding taxes, savings, and insurance—increased 10 percent, while the amount 
needed to meet income tax payments increased by 16 percent, partly because of 
changes in Federal income-tax rates. Increases in costs occurred in every 
section of the budget except clothing, which declined slightly. The “other 
living essentials’ section of the budget showed the greatest increase, brought 
about by increases in public transportation fares. 


Effect of employer-financed benefits on cost of living 


Health and welfare plans in effect in many New York State establishments pro- 
vide benefits that are paid for, in whole or in part, by the employer. To the 
extent that the employer pays for hospital, surgical, and/or medica! insurance 
the worker needs less money for adequate medical care. If a worker is covered 
under a plan under which the employer pays at least part of the cost of life 
insnrance and/or disability insurance, the insurance section of the cost of living 


78155—56——_-38 
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budget is reduced accordingly. Coverage by a pension plan reduces the savines 
budget since it is not necessary to save as much to supplement social security 
payments. For example, if the employer pays the full cost of a plan providing 
hospital insurance and life insurance, a workingwoman living with her family 
would need only $2,521 a year instead of $2,593; if he pays only part of the cost, 
the amount needed for adequate maintenance and protection of health would 
be between $2,521 and $2,593." 

Since employer-financed health and insurance plans are not available to a large 
proportion of workers in small establishments and in trade and service establish 
ments covered by New York State minimum-wage orders, allowances permitting 
the worker to pay the entire cost of hospital insurance and life insurance were 
included in the 1955 budget. 

The extent of coverage of health and welfare plans under which the employer 
pays at least part of the cost is available as the result of a survey by the Division 
of Research and Statistics of the New York State Department of Labor as of 
June 1954.2. The survey was based on a representative sample of all New York 
State employers covered by the unemployment insurance law. The benefits 
provided in the plans studied were hospital insurance, surgical insurance, medi- 
eal insurance, life insurance, accidental death and dismemberment insurance, and 
retirement pensions. 

About 73 percent of the New York State workers covered by unemployment 
insurance were also protected by at least one type of health and welfare benefit, 
paid for in whole or in part by the employer. The proportion of workers covered 
by various types of benefit in various industry groups may be seen in the fo! 
lowing tabulation. 


Proportion of workers covere d by various types of benefit 


Bi 
Type of benefit | All industries| Meeshaee Trade Service 
ing 


Total! ee j akitbebeae 73 





Hospital insurance tadaiaied tate 61 
Surgical. insurance __. ; istbebaw 58 
Medical insurance___-. : fbi ade te 32 
Life insurance- ._- ji 67 
Pensions - ad ae 47 55 


IR epresents proportion of worker ors covered by at least l of the 6 type s of bene fits, In addition to the 
benefits shown in the tabulation, the survey also included data relating to accidental death and dismem- 
berment insurance. 


Larger establishments are more likely than small ones to provide benefits for 
their employees. The following tabulation shows, for each type of benefit, the 
proportion of workers covered in different sized reporting units. 


is roportion of w orkers ¢ covered by size of re porting ‘ unit 


AST He - | [7 
Size of reporting unit Total ! | Hospital | Surgical | Medical Life Pensions 
r 


insurance | insurance | insurance | insurance 
| i 


oie 73 61 58 32 67 | 


Less than 20 workers__-- . 36 | 32 | 30 15 | 30 | 
20 to 49 workers__- - 63 | 55 51 31 55 
50 to 99 workers__- a 74 | 63 | 59 |’ 33 66 
100 to 249 workers__- 82 66 63 33 76 | 
250 to 499 workers__. 90 72 | 68 35 85 
50 to 999 workers pus 93 78 | 75 3s 90 | 
1,006 to 2,499 workers ____- 95 84 | 81 | 41 93 
2,590 or more workers 99 81 | 75 49 96 
| 


' Represents proportion of 1 W orkers covered by at least 1 of the 6 types of bene fits. In addition to the 


benefits shown in the tabulation, the survey also included data relating to accidental death and dismember- 
ment insurance. 


1The difference between these two figures is greater than the budgeted allowance for 
hospital insurance and life insurance, because in addition to reductions in the a'lowance 
for medical care and life insurance, adjustments have to be made in the allowances for 
disability insurance, social security, savings, and income taxes. 

2?New York State Department of Labor, Bureau of Research and Statistics, Health and 
Welfare Benefits, New York State, June 1954, publication No. B—83 (December 1955). 


* A reporting unit under the unemployment insurance system may include more than 
ene establishment. 
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In some of the health and welfare plans, the employer paid the entire cost ; 
in others, the employer paid only part of the cost, and the employee paid the 
rest. The following tabulation summarizes the proportion of workers for whom 
the employer paid the entire cost, the proportion for whom the employer paid 
part of the cost, and the proportion of workers not covered by any plan. 


Proportion of workers covered by plans fully and partially financed by employer 
ALL INDUSTRIES 


Method of financing | Hospital | Surgical Medic Pensions 
insurance | insurance | insur: 


All workers 100 
Employer pays whole cost __- : 2 | 38 
Employer pays partial cost_- 19 | 2 
Not covered by employer-financed plan ‘ 39 42 


MANUFACTURING 


All workers___- Std aikiede ainte edie 100 100 


Employer pays whole cost_............-.-- 50 
Employer pays partial cost_ 26 | 
Not covered by employer- -financed plan __- 24 | 


TRADE 


I I ia ius in scenesrndiieslneniigtdn pilin Wi 100 


Employer pays whole cost 
Employer pays partial cost-__--- 
Not covered by employer- -financed plan 


SERVICE 


DE UT. coh cntcneee ehadaaierntuns 100 100 


Employer pays whole cost 30 28 
Employer pays partial cost 6 6 | 
Not covered by employer-financed plan_ - 64 66 | 


In addition to the types of benefits described above, employers often pay the 
workers’ share of disability insurance. According to the workmen’s compensation 
board, employers paid the full cost of providing disability benelits for 35 percent 
of the employees in New York State at the end of 1954." No data are available 
by industry or size of establishment. 


Housing 


Standards of minimum adequacy for the housing section of the budget are 
based on surveys of existing housing conditions, on standards established by pub- 
lic housing authorities and social agencies, and on consultation with local real- 
estate boards and other agencies, supplemented by special field and mail surveys 
by the New York State Department of Labor. 

A family dwelling that meets standards of minimum adequacy is neither sub- 
standard housing nor luxury housing. It conforms to the prevailing legal stand 
ards of the community in such matters as construction, fire protection, light and 
air, and sanitation. It has a private bathroom and hot and cold running water. 
The building, inside and out, is in a good state of repair. It is wired for elec- 
tricity and has central heating, except in communities where stoves and pipeless 
furnaces are fairly common in otherwise standard housing. 

The family dwelling priced in New York City is likely to be an apartment with 
3 to 5 rooms, while upstate it is likely to be a 1-family or 2-family house, usually 
with 5o0r6 rooms. But whether it is a 4-room apartment in New York City or a 
6-room house in an upstate community, it is typical of the decent ordinary hous- 
ing occupied by wage-earning families in the community. 


*New York State Workmen’s Compensation Board. Press release dated July 27, 1955 
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In the upstate communities rent data were obtained in September 1955 from 
tenants, through the use of mail questionnaires, supplemented by field visits, 
In New York City, the percentage change in rentals shown by the United States 
Bureau of Labor Statistics was used as a basis in computing housing costs, 
Prices of heating fuel were obtained from coal and oil dealers, and gas and elec- 
tricity rates from public-utility companies. 

Since the budget relates to a working woman living as a member of a family 
group, the allowance for housing covers the working woman’s share of the fam- 
ilvy’s expenses for rent and fuel for lighting, cooking, heating, and refrigeration. 
This is obtained for each community by dividing the average housing cost per 
family by the average size of household in the State as a whole. 

The working woman’s share of family housing costs averaged $232 for the State 
as a whole in 1955. Housing costs were highest in Glens Falls and lowest in 
Jamestown, with a differential of 37 percent between highest and lowest costs. 
This wide variation in housing costs was due more to differences in existing hous- 
ing conditions in the various communities than to differences in rentals of iden- 
tical housing. 

Rent levels are likely to be affected by local economic conditions. A stable or 
growing community that offers steady employment at good wages has newer and 
better housing than a declining community of the same size. Rentals are affected 
by many factors, such as age of the building, state of repair, whether or not it is 
heated centrally, and its accessibility to transportation facilities and shopping 
centers. Intercity variations in housing costs also are due to local differences in 
the most usual types and the costs of the fuels used for house and water heating, 
cooking, lighting, and refrigeration. 

Of the communities surveyed in 1955 only Carthage is entirely covered by State 
rent control.’ Norwich and Glens Falls were entirely decontrolled by 1950, Bing- 
hamton in 1954 (under the local option provision of the State rent control law), 
and Jamestown in July 1955. In Buffalo and Rochester, one-family renter- 
occupied homes, and two-family homes where the owner occupied one of the 
apartments, were decontrolled in July 1955. Since April 1953, all one- and two- 
family homes in New York City are decontrolled as soon as they become vacant. 


Food 


The food budget is based on scientifically established requirements for main- 
tenance of good health. It satisfies the energy requirement of 2,400 calories 
needed daily by a woman engaged in moderately active work, and supplies the 
proteins, minerals, and fats necessary to protect and maintain her health inde- 
finitely. It meets, with a margin of safety, the nutritive requirements established 
by the National Research Council in its yardstick of good nutrition. It is based 
on a diet plan midway between minimum cost and moderate cost. The diet 
plan allows for only the small amount of waste that is unavoidable in the prepara- 
tion and serving of meals. It demands careful shopping and preparation of food. 
It does not aliow for thick peeling of vegetables, draining away of edible fats, or 
uneconomical use of leftovers. If a family has excessive kitchen or table waste, 
extra quantities of food have to be purchased to make up for the loss in food 
value. Furthermore, in this diet plan the choice among the different kinds of 
food is limited by cost, and careful selection among the most nutritious of the 
inexpensive foods is essential. It often may be difficult for the homemaker to 
find an inexpensive substitute for an item in the suggested list of foods. 

In the seven upstate communities, investigators of the Department of Labor 
obtained retail prices of 75 food items from chain and independent grocery 
stores, meat markets, fish markets, fruit and vegetable stores, and bakeries. Milk 
prices were obtained not only from local retail stores but also from the leading 
dairies that deliver milk directly to the consumer. The average prices for about 
60 food items in New York City were those published by the United States 
sureau of Labor Statistics in connection with its regular monthly index of food 
costs. Prices for the remaining items were obtained in field visits by investigators 
of the New York State Department of Labor. Prices of lunches were obtained in 
representative moderate-priced restaurants that are patronized by working 
women. To include an adequate cross-section of the eating places frequented b) 


5Tn all communities of the State, houses built since 1947 are not controlled. Houses 
containing underoccupied units may be decontrolled upon conversion to smaller self-con- 
tained units with bathroom and kitchen facilities. 

*U. S. Department of Agriculture, Bureau of Human Nutrition and Home Economics, 
Helping Families Plan Food Budgets, Miscellaneous Publication 662 (September 1948 
slightly revised February 1950). 
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working women, various types of restaurants were visited, including cafeterias, 
service restaurants, tea rooms, soda fountains, and industrial cafeterias. The 
lunches selected for pricing were meals that would be considered nutritious, 
appetizing, and attractive to working women. 

Food costs over the cost of 5 lunches a week in restaurants and the working 
woman's share of the family’s cost for the other 16 means at home. The average 
woman worker living with here family in New York State needed $191 a year, or 
$3.68 a week, to cover the cost of lunches in restaurants on working days, and 
$241 a year, or $4.63 a week to cover her share of food at home for all other 
means. Thus, the cost of all food amounted to $432 a year, or an average of 
$8.31 a week. 

Annual food costs varied from $400 in Carthage to $439 in New York City, a 
difference of about 10 percent between the lowest and hichest cost. There are 
many local factors other than price that cause intercity variations in food costs. 
Available grades of meat, for example, varied from city to city and even from 
store to store in the same community. Although the budget specifications called 
for choice meats, it sometimes was necessary to include prices for lower grades. 
Size of eggs also varied, often large-sized eggs were not available, and medium- 
sized eggs were priced. Another factor which results in intercity variations is 
the practice prevalent in the small communities of purchasing many types of 
food in large quantities. The large pantries and cupboards in the upstate small- 
town homes provides ample storage space for pecks of potatoes and 2444-pound 
bags of flour. The New York City apartment dweller, however, is likely to pur- 
chase only 5 pounds of potatoes or flour at a time, at correspondingly higher prices 
per pound. Although it is fairly generally believed that food costs in small 
towns and villages are often reduced by the use of fruits and vegetables from 
the family garden, data on the amount of savings, if any, are inconclusive. No 
adjustment was made for this factor in the working woman's food budget. 


Other household erpenses 


If a working woman is to be completely self-supporting and pay her full share 
of all the family expenses, an allowance should be made in her budget for repair 
and replacement of household equipment, for laundry. for other household opera- 
tion, and for the services of the mother or other member of the family who does 
the marketing, prepares and cooks the meals, and takes care of the home. ‘The 
best available published method of estimating these costs is the one formulated by 
the National Industrial Conference Board in connection with its budget for a 
female industrial worker living in New York City as part of a family group." 
Using this method, these household expenses have been estimated to be an amount 
equal to one-half of the working woman’s share of the cost of rent, fuel, light, 
and food consumed at home. A working woman needed $236 in September 1955 to 
meet these expenses. 


Clothing 


Unlike the food section of the budget. there is no generally accepted scientifie 
evidence concerning what constitutes adequacy in a clothing budget. It is not 
enough merely to provide for body covering: nonphysical needs must also be 
considered. A working woman must be able to meet the standards of dress cus- 
tomary among other working women in the community in order to maintain social 
contacts as well as to get and keep a job. Unless a working woman’s clothing 
budget permits a relatively high standard of dress it is probable that the standard 
Will be attained at the sacrifice of some other essential. Most women will trv 
to meet the clothing standards of their social group even though by so doing they 
cut expenses for food and medical care below the safety margin.” 

The list of clothing items included in the budget is based on the results of 
surveys of working women’s expenditures, clothing budgets constructed by other 
agencies, consultation with experts in the clothing field, and conferences with 
persons familiar with the kinds of clothing purchased by working women. The 
budget reflects the preference of many working women for quantity and variety 
rather than quality in their clothing. However, it would be possible to use the 
budgeted amount to buy fewer items of better quality, according to individual 
tastes and circumstances. 


™National Industrial Conference Board, Inc.: The Cost of Living in New York City, 
1926 (1926), pp. 94-97 


°U. S. Denartment of Agriculture: Minimum Wage Budgets for Women: a Guide to 
Their Preparation, Miscellaneous Publication No. 549 (June 1944), p. 13. 
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The clothing budget provides a basic wardrobe of coats, dresses, undergar- 
ments, stockings, shoes, and accessories that are needed in the course ef a year 
The budget is designed to meet the needs of the average employed woman in 
New York State whose needs are undoubtedly higher than those of both older 
women and housewives. Furthermore, more than half of the working women in 
the State are engaged at clerical work, in retail trade, or at similar work where 
a relatively high standard of dress prevails. While clothing needs on the job 
may be lower for factory workers than for white-collar occupations, no distinction 
ean be made outside of working hours between the standards of dress of girls 
working in factories, offices, and stores. 

Clothing prices were obtained in department stores, specialty shopes, chain 

and variety stores, and mail-order houses—wherever workingwomen buy their 
clothing. Since women living in small towns and villages purchase many articles 
of clothing in nearby larger cities, prices for these items were obtained in these 
larger cities as well as in the small communities. 
The cost of a workingwoman’s clothing budget averaged $352 in September 
1955. Clothing costs varied less from community to community than did any 
other major section of the budget. They were highest in Rochester, $361, and 
lowest in Jamestown, $341, a differential of only 6 percent between highest 
and lowest costs. Variations in clothing costs were due more to differences in 
the merchandise available than to differences in markup. 


Clothing upkeep and personal care 


In setting up the budget for clothing upkeep and personal care, all available 
budgets and expenditure studies relating to workingwomen were examined. 
The clothing upkeep budget includes dry cleaning, shoe repairs, and such mis- 
cellaneous items as shoe polish, clothesbrush, sewing supplies, and safety pins. 
Here, as elsewhere, the standard is minimum adequacy. Speeial services, such 
as pickup, delivery, and rapid 1-day service, are not included in the clothing- 
upkeep budget. No allowance is made for laundry, since laundry has already 
been allowed for under household operation, since it is assumed that the working- 
woman’s laundry will be included as part of the family laundry. 

Consumer habit was a factor of primary importance in the beauty services 
and toilet articles included in the budget for personal care. The allowance for 
beauty-parlor service was designed to provide reasonable beauty care for the 
average workingwoman in view of present-day styles. In addition, articles 
necessary for home beauty care are included, inasmuch as workingwomen 
do not depend entirely on professional beauty services but care for their own 
nails and their hair between visits to the beauty parlor. 

The total cost of the clothing upkeep and personal care budget in 1955 was 
$95. Of this amount, $25 was needed for clothing upkeep and $70 for beauty- 
parlor services and toilet articles. The cost of clothing upkeep was lowest in 
New York City and highest in Rochester. Cost of personal care was highest in 
New York City and lowest in Carthage. 


Medical care 


The medical-care section of the budget was based largely on the recommenda- 
tions of the committee on the costs of medical care to meet the health needs 
of young women. It provides for the protection of health, an element specified 
by the New York State minimum-wage law. It includes allowances for the 
prevention, diagnosis, and treatment of illness, for dental treatment, for eye 
care, and for necessary medicines. 

The medical-care allowance represents average annual need for a period of 
years. A large part of the annual allowance, therefore, should be considered 
either as a reserve for future medical care, or as payment of bills for past 
services. 

One way of meeting the costs of adequate medical care is through member- 
ship in a group-health plan, which spreads the unexpected and unusual costs 
of emergencies among many individuals and over many years. However, group- 
health insurance, including medical and surgical insurance, probably is not pur- 
chased by a sufficiently high proportion of workingwomen in New York State 
to warrant its inclusion in the budget. Hospital insurance is included in the 
budget since it is not only available throughout the State, but is purchased 
widely by workingwomen. The entire cost of hospital insurance is included, 
since it is not standard practice for the employer to pay for the worker’s hospital 
insurance (see pp. 13-15). 

A New York State workingwoman needed an annual allowance of $110 in 
1955 to cover the cost of adequate medical care. Medical costs were — 
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in Buffalo, where a woman worker required $116 for adequate health care. 
This was 19 percent higher than in Norwich, where the lowest medical costs, 
$98, were found. 

Leisure time activities 

The dependence of health on recreation has been increasingly recognized, as 
bas the growing importance of leisure time in the life of the modern American 
worker. Paid vacations, once a privilege enjoyed only by white-collar workers, 
are now Widespread among most other groups of workers. 

The leisure-time-activities section of the budget, based largely on consumer 
babits, includes not only amusements and sports, but educational and cultural 
pursuits as well. It allows for weekly attendance at a movie, for 6 swimming 
trips a year, including locker fees and cost of transportation, and 6 evenings of 
owling. A money allowance of $65 is provided to cover the cost of 1 week's 
vacation, including transportation, at a resort not far from the worker’s home. 

An allowance is included for equipment and suitable clothing, not only for 
the paid recreations included in the budget, but also for such free pastimes as 
picnics, outings, and ice skating. A weekly allowance of 30 cents is included to 
cover the cost of miscellaneous recreational activities. Free educational oppor- 
tunities, such as adult education classes, libraries, and concerts, are available 
in most of the cities of the State. Workingwomen living in smal! commun ties 
must go to nearby larger cities to enjoy some of these activities. An allowance 
is made for the purchase of daily and Sunday newspapers, and a flat sum of 
15 cents a week is included to cover the cost of other reading material, such as 
magazines and the rental of books from lending libraries. Provision also is 
made for a weekly church contribution of 25 cents. 

The leisure-time-activities section of the workingwoman’s budget averaged 
$204 in 1955, with a differential of 17 percent between the lowest and highest 
costs. Prices of many of the activities varied widely from city to city. There 
are also wide differences from city to city in the extent of the various recrea- 
tional facilities, the number of organized community programs, and the adequacy 
of swimming and park facilities. In general a greater variety of recreational 
facilities is available to working women in the larger cities. 

Other living essentials 

The other living essentials section of the budget covers the cost of transporta- 
tion, in addition to flat-sum allowances providing for contributions to charity, 
personal gifts, candy, sodas, cigarettes, and incidentals. 

The weekly transportation allowance includes 5 round trips to and from work 
and 3 round trips for shopping, recreation, and other purposes. In New York 
City, because of the greater need for riding from place to place, one additional 
round-trip fare is allowed each week. No local public transportation facilities 
are available in Norwich and Carthage, the communities under 10,000 population 
included in the survey. Expenditure surveys of the Bureau of Labor Statistics 
of the United States Department of Labor, however, have shown that in rural, 
nonfarm communities where there is no public transportation, the average amount 
spent by families for purchase, upkeep, and operation of an automobile is equal 
to or even greater than the amount spent for all types of transportation in urban 
communities by families having the same income.’ Accordingly, the trans- 
portation allowance in the small communities is assumed to be an average of 
public transportation costs for the other upstate communities. Costs in New 
York City are not included in this estimate, since the transportation problem 
there differs from that in other cities. 


/nsurance 


A budget providing adequate maintenance for working women should supply 
not only living essentials but also should enable the worker to accumulate re- 
serves for old age for emergencies not covered in other sections of the budget. 

A reserve for old age is provided in the old age benefits section of the Social 
Security Act, toward which the worker now contributes 2 percent of her earnings. 
An allowance for life insurance, based on the premium on approximately $1,000 
of whole life insurance, is also included to provide the amount necessary for 
expenses of the final illness and burial. Partial protection against wage loss 
irom off-the-job accidents and sickness, toward which most workers in New York 


Sta 


State earnings wages at the level of this budget contribute one-half of 1 percent 


*U. S. Department of Labor, Bureau of Labor Statistics, Family Income, Expenditures, 
and Savings in 1950, Bull. No. 1097 (June 1953). 
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of their earnings is provided under New York State’s disability-benefits law. As 
indicated earlier, some employers pay for the worker’s life insurance and 
some pay for the worker's share of the cost of disability insurance, but since 
the practice is not widespread, no adjustment was made in the budget. Allow. 
ance for this is accordingly made in the budget. 

The allowance for insurance in the working woman’s budget was $92 a year 
in September 1955. 

Savings 

There are no scientific or generally accepted standards on the amount of savings 
necessary in a budget providing adequate maintenance and protection of health, 
Savings are included in the budget to help take care of old age and of contin- 
gencies not covered by other sections of the budget, mainly unusual medical 
expenses, unpaid absences from work, and unemployment. 

A working woman should, during her working years, set aside reserves to sup 
plement her social-security benefits since these are inadequate to maintain her 
after retirement at age 65, even at a reduced standard of living. Unusual medi- 
cal expenses include services that are not adequately provided for in the medical- 
care budget—surgeons, consultants, X-rays, and laboratory tests. 

Working women must typically save in order to cover maintenance during 
periods of iliness, even though some are protected by sick leave plans and most 
are covered by the State disability benefits law. The statutory disability bene- 
fits replace lost wages only in part. Under the law the typical worker in mini- 
mum wage industries will receive one-half of her average weekly wages after a 
7-day waiting period. Many, if not most, of women’s absences from work are for 
periods shorter than 1 week. It is necessary, therefore, to include in the sav- 
ings section an amount to cover maintenance during periods of illness. 

In the same manner, the worker’s savings must serve as a reserve during un- 
employment to supplement unemployment insurance benefits and to cover main- 
tenance during periods when a worker does not receive benefit payments. 

An allowance of 10 percent of the total cost of the budget amounting to $259 
was allocated for savings in September 1955. 


Income tazres 


In September 1955, a working woman who earned wages sufficient to provide 
adequate maintenance and to protect health needed $376 to meet her State and 
Federal income-tax payments. 


APPENDIXES—AppEnNprx I 


Goods AND SERVICES WHICH PROVIDE ADEQUATE MAINTENANCE AND PROTECTION OF 
HEALTH FOR A WOMAN WORKER LIVING AS A MEMBER OF A FAMILY 


This appendix presents the commodity-quantity budget of goods and services 
necessary to provide adequate maintenance and protection of health to a woman 
worker who is living with her family. A specific sum or fixed percentage of the 
total budget is allowed for those items that are extremely difficult to price, owing 
to the wide variation in type and the consequent difficulty of drawing up speci- 
fications, and for items to which pricing techniques are not applicable. 


HOUSING, FUEL, AND LIGHT 


Rent Hot water fuel 
Refrigerating fuel Lighting fuel 
Heating fuel Cooking fuel 
The workingwoman’s share of the family’s expenses for the above items was 
calculated by dividing the average expense per dwelling unit in each community 
by the median size of household in New York State, exclusive of households of 
one individual. 
The following standards were used as a guide in collecting rent data for wage 
earners’ housing in each community: 

The building and the dwelling should conform to prevailing legal standards 
(those that are generally enforced in the community), as to construction, 
fire protection, light and air, sanitation, ete. 

Every habitable room should have one or more windows opening directly 
on a street or on a court or yard not less than § feet wide. 

Xvery bathroom should be ventilated by one or more windows opening 02 
a street or court, or by a ventshaft, or by artificial ventilation. 
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In a city that has a sewer system, the toilet and bathroom facilities should 
be connected with that system. In all cases each family should have a pri- 
vate toilet, running water, and a tub or shower. 

Adequate heating facilities, preferably furnished through a central heat- 
ing system, and electricity for lighting should be available. 

The dwelling should be in a good state of repair. 

The house should not be located in a neighborhood which is generally 
known to have a bad reputation. 

The house should be reasonably accessible to public transportation facili 
ties, 

FOOD 


The following are the approximate yearly quantities of food needed by a 
noderately active woman, ‘The quantities of raw food are for 52 weeks but the 
total cost of food is calculated for 51 weeks in the year, since the cost of food 
for 1 week is included in the vacation allowance. 

Annual 

allowance 
Flour, bread, cereais................ - wa pounds. 150 
Milk or its equivalent___- ' ..quarts...§.-« 208 
Potatoes, sweetpotatoes—- e poun 
Dried beans, peas, nuts . seta Gi tail 
Tomatoes, citrus fruits____- asageaisenigeeindinastienticiealiiaae 
Leafy, green, and yellow vegetables_______-______ 
Other vegetables and fruits (including dried fruits 


a _do 


_..dozen__ 

pounds_-_ 

m_enqperenanepan do_. 

Condiments (salt, pepper, mustard, vinegar, spices, baking powder, soda, 

‘.) 14% percent of the total cost of the preceding items 
Source: Derived from recommended low-costand moderate-cost diet plans 
of the United States Department of Agriculture, Bureau of Human Nutrition and 
Home Economies. 


Lunches while at work.—In order to provide for lunches while at work, 25 


percent of the cost of raw food allowance for 51 weeks is deducted, and the cost 
of lunches bought away from home on 5 days a week for 51 weeks substituted. 


OTHER HOUSEHOLD EXPENSES * 


To cover the workingwoman’s contribution to the family for her share of house- 
hold supplies, maintenance and replacement of household equipment, and serv- 
ices of the mother in the home for preparation of food, cleaning, laundry, and 
other services, an amount equal to 50 percent of the cost of the following items 
is included in the budget: 

Cost of raw food for 51 weeks consumed at home by the woman worker. 
Workingwoman’s share of rent, heating fuel, hot water fuel, lighting 
fuel, cooking fuel, and refrigerating fuel. 


? Based on procedure used by the National Industrial Conference Board in its compilation 
of budgets for women workers living as members of the family group. See National Indus- 
trial Conference Board, Inc., The Cost of Living in New York City, 1926, pp. 94-97. 
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t Clothing 


Annual| Usual |Annual | Usual 
allow- price | Item | allow- | price 
ance | in 1955 |} @mce | in 1955 


OUTERGARMENTS — UNDERGARMENTS Continued | 
Coats: 
Winter, wool, heavyweight, | | Nightwear—Continued 
untrimmed ___ : 0 . 9! Rayon, satin or crepe night- | 
Spring, wool, lightweight, gown. : 
untrimmed | | 5. Dressing gowns: 
Suit, wool, lightweight, un- Robe, cotton quilted 
trimmed, casual style. i ly Y Duster, cotton _- 
Hats, wool felt 
Dresses: os 
. \ Shoes: 
Cotton : | Street 


} 


FOOTWEAR 


Rayon 

Rayon, “‘date’’ dress 

Wool : 
Skirt, sweater, and blouse: Rainwear, plastic boots. 

Skirt, wool... ao ; | House slippers 
Sweater, orlon_. || Stockings, nylon: | 
Blouse, nylon | 51 gage, 30 denier, first quality_| 


Blouse, cotton. 60 gage, 15 denier, first qualit y_} 


Dress... 


Summer, casual 


UN CRG ENTS 
NDERCARMENTS MISCELLANEOUS 


Panties: Nylon, knit, brief___. 


Slips, nylon, tricot_ - Cotton, double woven__- 
Girdles, broadcloth or cotton and | | Leather - - -- 


rayon brocade __ ; .95 || Umbrella 
Brassieres, cotton or rayon aioe | : Raincoat 


| Handbags. 
Nightwear: Handkerchiefs_- 
Cotton pajamas_--_._.___-- . 9 Accessories - .. 


~ .65 || Gloves: 





! Exclusive of luxury tax. 
2 5 percent of the total cost of the preceding items. 


Clothing upkeep 


Annual 
Dry cleaning: allowance 


Winter coat, 
Spring coat 
Suit 
Rayon, dress, plain 
Wool, dress, plain 
Wool skirt, plain tailored 
Shoe repairs: 
Heel lifts 
Toe tips 
Miscellaneous: Shoe polish, shoe trees, clothes brush, clothes hangers, 
sewing supplies, safety pins, etc., lump sum of $2. 


Personal care 


‘Toilet articles and preparations: Annual 
Supplies for care of teeth: allowance 
Toothbrush, medium quality 2 
Toothpaste, 2- to 4-ounce tube 
Mouthwash, 10- to 16-ounce bottle 
Supplies for care of hair: 
Shampoo, liquid soap, 3- to 6-ounce bottle 
Home permanent kit 
Comb, hairbrush, hairpins or bobby pins, wave combs or curlers, 
wave lotion, lump sum of $1.50. 
Supplies for care of face and hands: 
Toilet soap, regular size cake 
Cleansing cream, 3- to 4-ounce jar 
Face tissues, package of 250 
Hand lotion, 4- to 6-ounce bottle 
Nail brush, manicure supplies, lump sum of $1.20. 
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Personal care—Continued 


Toilet articles and preparations—Continued 
Cosmetics : 
Talcum powder, 3- to 5-ounce can_....-...--.--._- 
Face powder, 2%4- to 3-ounce box 
Rouge, lipstick, compact, powder puffs, etc., lump sum of $2.10 
Sanitary supplies: 
Sanitary napkins, box of 12 
Sanitary belts, lump sum of 50 cents. 
Miscellaneous (deodorant, etc.), lump sum of $1.80. 
Services at beauty shops: 
Permanent wave 
Combination services—shampoo and finger wave 
Haircut 


Annual 
alluwance 


1 
l 


10 


Medical care 
Medical services: * 


General medical care: Annual 

Prevention : allowance 
Periodic examinations (visits) —- S nabaadiaailanaaaiaae: 
Immunizations (visits) 

Diagnosis and treatment: 
Physician care: 

Home visits (including hospital calls) (visits) —~—- 
Office visits (visits) 4 e 
Nursing care—trained nurse (days) -—-...-....------------- 
Full-time attendant care—practical nurse (days) 
Hospital insurance (annual fee) 
Dental care: 

Diagnosis and prophylactic treatment___..----~-~- 

Fillings: 
Simple 
Catnpetr. S35 

Extractions: 
Is i aS I antennas 
IRD PR ALS ES I 

X-rays: 


NU 55 a ois 5 mers 
Medicines and supplies for medicine chest : 
i neste eieashledercsecteaenaico 
Cough mixture SS eaaeeecoen : 
fe sa |. 
Supplies for medicine chest: 
Aspirin, box of 12 5-grain tablets_...._.............-.---- — 
Milk of magnesia, 12- to 16-ounce bottle______-_.--------------- 
Todine, Ye-Gumce. Otele. nc ceeetsee enn on nn e=-- o=- = 
Other first-aid supplies, lump sum of 50 cents 


LEISURE TIME ACTIVITIES 
Recreation 


Paid recreation 


Movies: Once a week for 52 weeks. 

Bowling: Three games, six times per year. 

Outdoor swimming at beach or pool: Locker fee and cost of transportation for 
six trips per year. 

Other paid recreation: Lump-sum of 30 cents per week for 52 weeks. 

Free recreation, such as picnics, outings, ice skating: No money allowance ex- 
cept for equipment. 

Recreational equipment, such as ice skates, including cost of sharpening, bath- 
ing cap: Lump sum of $2. 


1 Based on estimates of Committee on the Cost of Medical Care. In the case of general 
medical care, the committee’s estimates for the population as a whole were adjusted to 
meet the needs of adult women workers. 
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Sports clothing 
Annual 
allowance 
Slacks, rayon gabardine \ 
Shorts, cotton 
Blouse, cotton 
Socks, cotton 
Bathing suit, lastex 
Play shoes 


Vacation 


Transportation to and from summer camp and expenses for 1 week—Lump sum 
of $65. 
Education and Reading Material 

Newspapers: 313 daily and 52 Sunday papers. 

Magazines, books: 15 cents per week for 52 weeks. 

Attendance at free adult education classes: No money allowance, 


Church 
Contributions : 25 cents per week for 52 weeks. 


OTHER LIVING ESSENTIALS 


Transportation, local’ : 51 weeks a year. 

To work, five round-trip fares a week. 

For shopping, recreation, etc., three round-trip-fares a week.* 
Contributions to charity and personal gifts: Lump sum of $12. 
Candy, sodas, cigarettes, 50 cents per week for 52 weeks. 
Incidentals: 30 cents per week for 52 weeks. 


INSURANCE 


Life insurance: Lump sum of $27. 
Compulsory contribution to Federal old-age insurance: 2 of total budget. 
Disability insurance: 0.5 percent of total budget. 


SAVINGS 
Savings: 10 percent of total budget. 


INCOME TAXES 


Income taxes, Federal: Computed on basis of Internal Revenue Act of 1955. 
Income taxes, State: Computed on basis of article XVI of New York State 
Income Tax Law of 1955. 


APPENDIX II 


CHANGES IN BUDGET IN SEPTEMBER 1955 
CHANGES IN THE LIST OF CITIES SURVEYED 


In 1953-54, only New York City was priced. In 1955, eight communities were 
included in the survey: New York City, Buffalo, Rochester, Binghamton, James- 
town, Glens Falls, Norwich, and Carthage, All of these communities have been 
included in previous surveys. New York City has been included each year: 
Buffalo, Rochester, Binghamton, Jamestown, and Glens Falls were last priced 
in 1952; Norwich and Carthage were last priced in 1951. 


2The total cost of transportation is calculated for 51 weeks in the year, since the cost 
of transportation for 1 week is included in the vacation allowance. 

For the small communities under 10,000 population where no local public transportation 
facilities are available, the allowance included in the final cost figures is an average of 
the transportation allowances for all other upstate communities. New York City is not 
a this calculation, since the transportation problem there differs from that in 
other cities. 

%In New York City, one additional round-trip fare is allowed. 
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CHANGES IN THE FOOD BUDGET 


The food budget is based on the diet plans developed by the Home Eco- 
nomics Research Branch, Agricultural Research Service (formerly Bureau of 
Home Economics and Human Nutrition) of the United States Department of 
Agriculture, within the framework of the yardstick of good nutrition established 
by the National Research Council. The Council decreased the recommended 
allowance of calcium in an adequate diet. Therefore the amount of milk or its 
equivalent in the budget was reduced from 26 to 208 quarts a year. 


CHANGES IN THE CLOTHING BUDGET 


A number of changes were made in the clothing budget in 1955 on the basis of 
general availability of merchandise and changes in consumer habits. For winter 
wear, the budget formerly included a fur-trimmed coat to be replaced every 4 
years and an untrimmed coat to be replaced every 3 years. In 1955, the fur 
trimmed coat was not priced, and the allowance for the untrimmed coat was 
increased to permit replacement every 2 years instead of every 3 years 

Since “separates” have become very important in a workingwoman’'s wardrobe, 
the allowances for both the sweaater and the skirt were increased from 1 every 
2 years to 1 every year. The allowance for rayon dresses was accordingly 
reduced from 2 each year to 3 every 2 years. 

Since nylon briefs were included in the budget instead of rayon panties, the 
allowance was reduced to three a year because of the better wearing quality of 
nylon. 

Since buyers indicated that quilted cotton robes would have to be replaced 
more frequently than every 4 years, the allowance was changed to permit the 
purchase of this item every 3 years. 

In 1954, the hosiery budget included 8 pairs of 51-gauge, 30-denier stockings 
and 12 pairs of sheerer 5l-gage, 15-denier stockings. However, since most of 
the hosiery manufactured is 20 denier or sheerer, the allowance of 30-denier 
stockings was reduced from 8 to 6 pairs, and the allowance of 15-denier stockings 
was increased from 12 to 20 pairs a year. 

A pair of leather gloves was included in the budget and the number of cotton 
gloves allowed was reduced from 8 to 2 pairs a year. 


CHANGES IN THE CLOTHING UPKEEP BUDGET 


Tha clothing-upkeep budget is related to the clothing budget. Since the fur 
trimmed coat was no longer included in the clothing budget, the allowance for 
dry cleaning the fur-trimmed coat was discontinued. 

Most frequently, repairs to women’s shoes consist of the replacement of heel 
lifts and toe tips. The allowance for resoling shoes was therefore discontinued, 
the allowance of heel lifts was increased from 6 to 12, and the allowance for the 
repair of toe tips was increased from 3 to 4 a year. 


CHANGES IN THE PERSONAI. CARE BUDGET 


The increase in the use of home permanent kits necessitated the inclusion in 
he budget of 2 home permanent kits every 3 years. 

Secause of changes in consumer practice, the allowance for professional mani- 
curing was excluded from the budget. 

The allowance for haircuts was increased from 4 to 8 haircuts a year, in view 
of present-day hair styling. 


APPENDIX III 


ANNUAL CosT OF ADEQUATE MAINTENANCE AND PROTECTION OF HEALTH FOR A 
WomMaAN WORKER LIVING AS A MEMBER OF A FAMILY, 1940-55 
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STATEMENT OF Hon. Homer Capenart, Unitep States SENATOR FROM INDIANA 


The bill which I have introduced (8S. 1437) and which is before this subcom- 
mittee for consideration is intended to correct a serious problem which cur- 
rently exists and will continue to exist unless my bill is passed. 

Congress has enacted three major laws which deal with obligations of employer 
and employee: the National Labor Relations Act, the Social Security Act, and the 
Fair Labor Standards Act. Originally, all three laws had the same definition of 
employee. The Supreme Court decided in a series of cases that that definition 
was not explicit and assumed, therefore, that Congress intended something broad- 
er than the ordinary rules of law to apply. Just how broad, has never been 
established, but there have been decisions, both administrative and judicial, 
holding that a person who is an independent contractor under usual legal tests 
is an employee for the purpose of these statutes. 

Subsequently, Congress amended the National Labor Relations and the Social 
Security Acts to provide specifically that the ordinary meaning of the word “em- 
ployee” was intended, and, therefore, the usual (common law) rules of law must 
be applied. Thereafter, in both the National Labor Relations and the Social! 
Security Acts certain exceptions to the rule were established by Congress. 

No similar amendments have been made to the Fair Labor Standards Act. 

The result of the variance between the National Labor Relations and Social 
Security Acts on the one hand and the Fair Labor Standards Act on the other 
has been that persons have been held to be employees under the Fair Labor Stand- 
ards Act while they remain independent contractors and so self-employed under 
the other two acts. Perhaps worse than the actuality of a person finding himself 
in a position of being an employer and not an employer of another at the same 
time, is the possibility of it. As the situation now stands, in a great many lines 
of business no person dealing with another believing him to be an independent 
contractor can be certain that at some later date the independent contractor and 
all of his employees will not be held to have been employees of the person making 
the contract. 

This kind of situation imposes an impossibie burden on businessmen acting in 
entire good faith. If a man contracts to have a job done for him, he plans his 
business on the basis of a known contractual cost only to find later that his obli- 
gation was not to pay the contract price, but wages, including overtime, of men 
not on his payroll, for whom he has no work records or time sheets—men whose 
very identity he does not know. And the person with whom he contracted finds 
that he is not the independent small-business man he thought he was, but an 
employee of another, from whom he had not the slightest intention of accepting 
employment. 

This kind of situation is certainly not one which Congress had any intention 
of creating, and one which Congress should not permit to persist. 

The only objections to my bill, of which I am aware, were stated when it was 
in its original form, which provided that in all situations the common law defini- 
tion of employee should be applied. Those objections resolved themselves down 
to one basic one, that the bill would lessen coverage under the Fair Labor Stand- 
ards Act, and would remove from certain people the protection of the law, which 
they now enjoy. My bill in its present form, as I have amended it, would not 
materially reduce coverage of the act. The amendments provide that notwith- 
standing common law concepts, certain agent or commission drivers, full-time 
life-insurance salesmen, homeworkers and certain traveling or city salesmen will 
be deemed employees for the purpose of the act. These people are the same as 
those that Congress has specifically determined shall be considered employees, 
regardless of common law definitions under the National Labor Relations and 
Social Security Acts. They are the persons whose coverage by the Fair Labor 
Standards Act would have been removed by my bill in its original form, which 
was the basis for the objections to that bill. They will now be covered by the 
Fair Labor Standards Act, which should remove any serious objection to the 
bill. 

The only persons, if any, who will be removed from coverage by the passage 
of my bill will be those who have been held to be covered by administrative ruling 
going beyond the expressed intent of Congress as shown in the National Labor 
Relations and Social Security Acts. 

Passage of my bill will conform the three acts and substitute the certainty 
of law for the uncertainty of individual judgments, thus preserving freedom of 
contract between businessmen and permitting businessmen to know with cer- 
tainty where they stand. 
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is 
STATEMENT OF Hon. J. W. TRIMBLE 


Mr. Chairman and members of the committee, I am grateful for the oppor- 
tunity to make this statement. 

It deals with a problem that has arisen under the Fair Labor Standards 
Act, and involves the outside buyers for plants processing domestic rabbits for 
meat. The operations of these plants are similar in nearly all respects to the 
operations of plants engaged in dressing chickens. Dressed rabbits are cut up 
and packaged by methods similar to those used for chickens, and compete with 
chickens in the market place for purchase by the housewife 

The act specifically exempts outside buyers of poultry. However, because 
of the wording of the’ Fair Labor Standards Act, the Department of Labor 
has made an interpretation that domestic rabbits are a part of the furbearing 
animal industry, regardless of whether the primary purpose of such production 
is for the meat or for the fur. Because of this situation the outside buyers 
for domestic meat rabbit processors are not exempt from the act. This puts the 
rabbit processors at a distinct disadvantage as compared to the chicken proc- 
essors. 

From the growing period through marketing of domestic rabbits, the methods, 
practices, and classifications are very much like those in the poultry industry. 

I have been advised that the following similarities exist : 

1. Farmers raise meat rabbits in large numbers, on a volume basis, as in the 
ease with chickens. The rabbits are fed a commercial feed, financing plans 
are available, and the feed dealers furnish a serviceman as is done for growers 
of chickens. 

2. When the rabbits are ready for market a buyer from the processing plant 
makes the purchase, the rabbits are caught in the pens, cooped, and weighed in 
in a manner corresponding to that used for chickens. 

3. At the processing plant the methods for handling and dressing the rabbits 
are very much like those used for chickens, and the grading and inspection by 
the United States Department of Agriculture is done by an inspector trained 
in the grading of poultry. 

4. The rates charged by common carriers and refrigerated warehouses are 
the same, in most instances, for rabbits as for poultry. 

5. The Armed Forces consider rabbits along with poultry, and have for sev- 
eral years bought rabbits as a substitute item for chickens and turkeys. 

6. Rabbits have been classed with poultry by the various price-control agencies 
for the purpose of regulating prices. 

While there is a difference between rabbits and poultry, it can readily be 
seen that in the case of domestic rabbits grown for meat, there is a great 
similarity, and I believe that outside buyers for meat rabbit processors should 
come under the same classification as outside buyers for poultry plants. 

It is my understanding that some chicken processing plants also dress rabbits, 
and the same outside buyer for the plant purchases both the chickens and the 
rabbits. Because the plant is primarily engaged in the business of processing 
chickens this buyer is exempt from the act. But a buyer for a plant engaged 
solely in the processing of rabbits comes under the act. This seems unfair to 
me. The outside buyers for both plants should be in the same classification. 
and I would suggest an amendment to the Fair Labor Standards Act to accom- 


plish this. I hope this honorable committee will find such a proposal to be 
justified. 


Thank you so much for the privilege of presenting this problem to you. 


LyncHrvnre, VA., May 14, 1956. 
Hon. Paut H. Doveras, 


Chairman, Subcommittee on Labor, 
Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Deak Senator Dovucias: I appeared before your subcommittee on April 29, 
1955, advocating: (1) the common-law definition of the woré “employee” for 
the purposes of the Fair Labor Standards Act, and (2) continuation of the 
exemption for employers of not more than 12 employees in forestry operations. 


My statement on that occasion is recorded at pages 823-826 and at page 830 in 
the record of the hearings. 


78155—56——39 
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These two matters continue to be of primary importance to many small-business 
men and deserve your most careful consideration. If no further opportunity js 
to be given to small-business men to appear in the current hearings, it is trusted 
that the statements made by me and by others last year will be fully reviewed 
and considered before any action is taken at this time. 

Very truly yours, 
Wm. S. Munpy, Jr., 
Attorney at Law. 


MANISTIQUE, MicH, May 12, 1956. 
Hon. Pauw H. Dovatas, 
Chairman, Subcommittee on Labor, 
Committee on Labor and Public Welfare, 
Washington, D. C. 


MeAR Senator Dovuetas: I am advised that hearings are to be held on May 
16, in Washington, regarding the Fair Labor Standards Act, and this letter is 
sent to you as a reminder that the position I took in my testimony April 29, 1955, 
at the hearings in Washington on the same matter, I still definitely maintain. 

In particular I wish to reaffirm my position regarding the need for a positive 
definition of the relation between employee and employer. At present, in all 
truth, we do not know, under the Fair Labor Standards Act, just who is an 
employee and who is an employer. As a result, we have confusion and uncer- 
tainty in the understanding and application of the act. If your committee 
could clear up this particular matter, I would be very appreciative. 

Yours very truly, 


RUSSELL WATSON. 


PrRENTISS & CARLISLE Co., INC., 
Bangor, Maine, May 11, 1956. 
Senator Paut H. DovuGLas, 
Chairman, Subcommittee on Labor, 
United States Senate, Washington, D. C. 


DerarR SENATOR DovueGias: In a recent news release from your office, I noted 
your comments concerning minimum-wage-legislation hearings as they related 
to the Subcommittee on Labor. 

Last year, at about this time, I appeared before your committee and spoke 
of the importance of the season exemption (as regards hours) to the lumbering 
and pulpwood industry here in this part of the country. 

The picture, of course, has not changed. We still have our ice and snow, 
spring freshets, and sap-peeling season. 

At the time of my appearance last year (which was on a Friday), Senator 
Goldwater was the only member of your committee present, but I was assured 
that my comments would become a part of the official record. 

I trust your committee will seriously consider the importance, to both labor 
and industry, of the continued need and justification for this seasonal exemption. 

Very truly yours, 
GeEorGE D. CARLYLE. 


CHATTAHOOCHEE TIMBER SALES, INC., 


Columbus, Ga., May 14, 1956. 
Hon. Paut DovuGtas, 


Chairman, Labor Subcommittee, 
Senate Labor and Public Welfare Committee, 
Washington, D. C. 

DeAR SENATOR Doveras: Last year I presented a statement before your sub- 
committee defending the 12-man exemption and the common-law definition of 
“employee” and that statement appears on pages 814-818 of the testimony. At 
that time, the Congress of the United States saw fit to preserve these two 
portions of the law. 

I now understand that on Wednesday, May 16, you will start hearing addi- 
tional testimony on extension of coverage of the Wage and Hour Act. I would 
be willing to testify again before your subcommittee, but hope that this letter 
will suffice to state that my opinions in this regard have not changed in that 
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past year. I have the greatest hope that the subcommittee will recommend 
passage of S. 1437 covering “employee” and that the Congress will follow that 
recommendation, 
Respectfully yours, 
Peyton D. BRECKENRIDGE. 


Care Fear Woop Corp., 
Conway, 8S. C., May 10, 1956. 
Hon. Pau. H. Doucras, 
Chairman, Subcommittee on Labor of the Senate 
Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D. C. 


Deak SENATOR DovuGias: It was my privilege to appear before the committee 
on April 29, 1955. In my testimony which appeared on pages 818-20 of the 
transcript, I strongly urged the Congress to incorporate in the Fair Labor Stand 
ards Act, the common-law definition “employee” as it is now contained in the 
National Labor Relations and Social Security Acts. I also testified as to the 
effect the repeal of the exemption now allowed to all forestry operators would 
have on my business. 

The reason for my position on these matters are set forth in detail in that 
statment. The conditions are the same now as they were then, and I earnestly 
request that in the deliberation of your committee, you again review that testi- 
mony and retain the “small forest exemption,” section 13 (a 15 of the act), 
and incorporate the common-law definition of “employee” in the law. 

Yours very truly, 
Cape Fear Woop Corp., 
M. Carr Grrason, President. 


Harris-Wiicox TimBer Co., INnc., 
Laurel, Miss., May 14, 1956. 


Hon. PAuL DOUGLAS, 
Chairman, Senate Labor Subcommittee, 
United States Senate, Washington, D. C. 


DeaRk Senator Dovucras: On April 29, 1955, it was my pleasure to appear 


before your subcommittee relative to wage and hour legislation. My testimony 
appears on pages 820-23 of the recorded transcript of your committees hearing 
on April 29, 1955. 

Knowing that your committee is desirous of obtaining all possible factual 
information on the subject, I respectfully refer your attention to the above- 
mentioned testimony. The points brought out in this testimony are the same 
today as when given a year ago. It is sincerely hoped your committee, and 
the Congress, in drafting any new legislation along this line, will not abolish 
the exemption presently afforded small forestry activity, and that your com- 
mittee and the Congress will amend the definition of “employee” in the Fair 
Labor Standards Act to conform to the common-law rules as now found in 
the Labor Relations and Social Security Acts. 

I trust you will accept this letter for the record as a supplement to my pre- 
vious testimony and as a means of bringing that testimony up to date. 

Respectfully submitted, 
R. D. Wincox. 


H. F. Pectpurey & Son, 
Rogers, Ark., May 21, 1956. 
Senator Lister HIt1, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Dear Str: As a member of the domestic ranch raised rabbit industry, we peti- 
tion your committee to amend the Fair Labor Standards Act of 1938, section 
13 (b) (5), to read “any individual employed as an outside buyer of domestic 
ranch raised rabbits, poultry, eggs, cream or milk in their raw or natural state.” 

In the growth of the use of domestic rabbits in the American meat economy, 
marketing practice for over 40 years has included “rabbits” with other types 
of poultry. This has been done for the following reasons: 

1. Production of domestic rabbits and poultry is similar. 

2. Buying is comparable as to methods and equipment. 

3. Processing is done on the same type lines in the same plants. 
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4. Veterinary inspection is performed by the USDA, Poultry Branch. 

5. Warehousing is done under poultry rates in most instances. 

6. Shipping is done by the Nation's rails and truckers under the same rates 
and classifications. 

7. Distribution is normally best handled by poultry distributors. 

8. Rabbits are retailed side by side with poultry as the meat is of similar 
type and food value, 

Over most of the Nation, rabbits are purchased, processed, and marketed by 
poultry enterprises. Rabbits are bought by the outside buyers of poultry at the 
same time as poultry, in the same manner, and with the same equipment. In 
a few of the larger producing areas of rabbits, such as southern California and 
the Ozark area, rabbits are now bought, processed, and marketed by businesses 
engaged in handling domestic rabbits alone, 

These rabbit enterprises are being discriminated against under the present 
law, as their outside buyers are not exempt from the provisions of sections 6 
and 7 of the act, as outlined in section 13. Poultry outside buyers are so exempt. 

The act was designed to (1) eliminate conditions burdening the free flow of 
goods in commerce, (2) to eliminate conditions of unfair competition in com- 
merece, and (3) eliminate conditions which interfere with the orderly and fair 
marketing of goods in commerce. 

Today there are such conditions in our industry which have not been 
corrected by the act, as “rabbits” have not been included as a poultry item, even 
though they have been considered a part of the poultry industry for many years. 

Today a processor of rabbits, who does not also handle poultry, is discriminated 
against and is noncompetitive with a processor who handles both poultry and 
rabbits. Under such conditions, the processor of rabbits alone cannot be entirely 
competitive with a processor of both poultry and rabbits, yet they are often 
bidding against each other for business, especially when bidding on Government 
orders for the Armed Forces. 

In order to properly define “domestic ranch raised rabbits,” it is also necessary 
to amend section 3 (f), so that the words “domestic ranch raised rabbits” are 
included. If the general broad interpretation of the word “poultry” is given to 
this section, then “rabbits” would not have to be definitely mentioned, Such 
interpretation is not now being given, however, as the Administrator states that 
rabbits are included in the term “fur-bearing animals.” 

The fact that rabbit meat is covered with fur instead of feathers should not 
make any difference in the classification of the individuals buying the product 
in its raw or natural state. 

As the pioneer in the development of this domestic ranch raised rabbit industry, 
we are particularly concerned for the future if this unfair discrimination is 
not eliminated. We are speaking for the entire industry in this matter, as they 
have always looked to our firm to carry such burdens for them. 

We petition Congress for relief, and pray that your committee will give our 
industry full consideration by granting the requests for amendments to the act 
as outlined. 

Respectfully submitted. 


H. F. Pe_prery & Son, 
R. W. DvussBet., Manager. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington, D. C., May 16, 1956. 
Hon. Pavut Doue6.Las, 
Chairman, Subcommittee on Labor, Committee on Labor and Public 
Welfare, United States Senate, Washington, D. C. 

My Dear Senator Dovetas: I have noted that, as chairman of the Sub- 
committee on Labor of the Senate Committee on Labor and Public Welfare, you 
have been holding hearings on a number of bills to amend the Fair Labor Stand- 
ards Act. One of these bills, S. 2404, represents a Department of Defense leg- 
islative program item for which the Navy has been assigned the responsibility 
for representing the Department. 

Without going into great detail, I would like to state that we consider this bill 
to be of major concern and interest to the Department of Defense in that in 
the event it fails of enactment, defense construction costs in American Terri- 
tories and possessions and on foreign bases could increase enormously as 4 
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result of the application of the Fair Labor Standards Act For a detailed 
explanation of the bill I would invite your attention to a letter from the Dt- 
rector of the Legislative Division of my office to Mr. McClure, the staff director of 
the Senate Committee on Labor and Public Welfare dated December 30, 1955. 
| have attached a copy of that letter for your convenience. 

Another important reason why we feel this legislation is important is the 
fact that the Philippine Government has formally requested the United States 
to enter into negotiations to revise the wage agreements relating to the Philip- 
pine nationals now employed on defense construction work on Guam. Enact 
ment of the bill would enable the representatives of the United States to negotiate 
with greater latitude. In this connection, I invite your attention to a letter from 
the Acting Secretary of the Navy to Senator Hill dated December 13, 1055, 
a copy of which I am attaching. 

I feel certain you know that shortly after the convening of the 2d session of 
the 4th Congress a subcommittee of the House Committee on Education and 
Labor commenced hearings on H. R. 9129, a bill identical to 8. 2404. These 
hearings have been quite extensive and the subcommittee has explored all facets 
of the legislation with great thoroughness. On May 10, 1956, the subcommittee 
favorably reported the bill to the Committee on Education and Labor where it 
is presently pending. 

It is my understanding that the hearings which you are now holding, have so 
far, not been particularly directed to any of the bills to amend the Fair 
Labor Standards Act which are before your subcommittee. If it is your plan 
to give detailed consideration to 8S. 2404 at this time, I would like for Depart- 
ment of Defense witnesses to be given an opportunity to appear and testify. 
On the other hand if this is not your plan, I believe it would be preferable to 
await action by the House Committee on Education and Labor before request- 
ing an opportunity to make a detailed presentation in the Senate. 

My office will keep in touch with Mr. McClure so as to promptly comply with 
any procedure you may wish to follow in considering S. 2404. 

Sincerely, 
Tra H. Nunn, 
Real Admiral, United States Navy, 
Judge Advocate General. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington, D. C., December 30, 1955. 
Mr. STEWART E. McClure, 
Staff Director, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. 0. 


DeAR Mr. McCLureE: Reference is made to the Department of Defense legisla- 
tive proposal entitled “To amend the Fair Labor Standards Act of 1938, as 
amended.” The proposal is part of the legislative program for 1956, and draft of 
legislation and letter of justification having been forwarded to the President of 
the Senate on June 6, 1955, and introduced in the Senate on July 5, 1955, as S. 2404. 
The bill was referred to the Committee on Labor and Public Welfare. 

The Department of the Navy has been designated as the representative of the 
Department of Defense on this legislation and in order to facilitate congres- 
sional handling thereof, the principal points that will be covered by witnesses 
who testify at hearings if such are held, are submitted for your information. 


EFFECT OF THE PROPOSAL 


The proposal would amend the Fair Labor Standards Act of 1938, as amended 
(29 U. 8. C. 201), to provide that its minimum wage, overtime pay, child labor, 
and recordkeeping requirements shall not apply to employees whose work is 
performed in certain overseas areas. Excluded areas are foreign countries or 
territories under the jurisdiction of the United States such as the Canal Zone, 
the Guano Islands, and numerous small practically uninhabited islands. In- 
cluded are the States of the Union, the District of Columbia, Alaska, Hawaii, 
Puerto Rico, the Virgin Islands, outer Continental Shelf lands, Guam, American 
Samoa, and Wake Island. The proposal provides for special treatment of Guam, 
American Samoa, and Wake Island, in that it authorizes the Secretary of Labor 


to establish appropriate minimum wages in these three areas after public 
hearings. 
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The proposal also eliminates retrocative liability under the Fair Labor Stand- 
ards Act and the Portal to Portal Act of 1947 for work performed in those areas 
which would be excluded from coverage of the act and in Guam, American Samoa, 
and Wake Island prior to the determination of an appropriate minimum wage. 
Finally, the proposal substitutes Guam for the District of the Canal Zone and 
adds the District Court of Guam as a court having jurisdiction to handle injunc- 
tion proceedings to restrain violations of the act. This is in consonance with the 
proposal concerning the coverage of the act. 


PRESENT COVERAGE OF THE FAIR LABOR STANDARDS ACT 


The Fair Labor Standards Act as now written has been construed to have a 
very broad geographic coverage. This breadth of coverage results from the 
present definition of “State” to include “any Territory or possession of the 
United States.” 

It also results from the definition of commerce to include commerce “between 
any State and any place outside thereof.” 

The breadth of coverage was highlighted by the decision of the United States 
Supreme Court in Vermilya-Brown Company, Inc. v. Connell (335 U. 8. 377 
(1948) ). The Court there held that the Fair Labor Standards Act, if otherwise 
applicable, covered employees of United States contractors engaged in construc- 
tion of a military base for the United States on land in Bermuda acquired from 
treat Britain under the destroyer-lease agreement. The Court said that the 
“facts indicate an intention on the part of Congress in its use of the word ‘pos- 
session’ to have the act apply to employee-employer relationships on foreign ter- 
ritory under lease for bases.” 


APPLICATION TO OVERSEAS DEFENSE OPERATIONS 


Under the terms of the Fair Labor Standards Act and the foregoing Supreme 
Court decision it may be necessary to pay native labor employed on defense 
bases in remote foreign areas in accordance with United States standards for 
wages and hours of work. Determination of the coverage of the act is rendered 
uncertain by the varying scope of rights given to the United States under treaties 
establishing the defense bases and by the difficulty of determining whether a 
particular worker is engaged “in commerce or in the production of goods for 
commerce.” 

In foreign areas the Department of Defense policy has been to employ native 
workers under conditions satisfactory to the foreign governments and consistent 
with local social and economic conditions. To pay at even United States min- 
imum standards would often give local laborers wages several times higher than 
they had earned before or that they could expect to earn after completion of the 
defense contracts. Wage payments according to United States standards would 
often disturb the local economy by drawing workers away from vital tasks, 
make recruitment of workers to these desirable jobs a subject of local political 
interest, and actually hinder the accomplishment of the job as workers found they 
could earn all they need or could spend in only a few days each month. Foreign 
governments recognize these undesirable and unwarranted economic strains and 
often provide in the defense base agreements that local standards of employ- 
ment shall govern. 

A defense contractor at an overseas base while complying with local employ- 
ment conditions may be in technical violation of the Fair Labor Standards Act 
when wage payments are made at local rates and records are kept in a manner 
differing from those prescribed in the act. Such a contractor may be liable for 
judgments in the amount of the underpayment of wages plus an equal amount 
for liquidated damages plus reasonable attorney’s fees and court costs. 


ILLUSTRATIONS 


By way of illustration, the Navy and Air Force have employed thousands of 
Filipino workers on Guam for construction and miscellaneous labor services in the 
absence of sufficient native labor to construct and service the military facilities 
and operations there. Supervisory, engineering, and skilled workers were hired 
from the United States. But as a result of the remoteness of the site and attrac- 
tive conditions in the United States, the lower echelons of labor simply could not 
be obtained. Workers from the United States were paid wages well above the 
minimum prescribed by the Fair Labor Standards Act, and the other provisions 
of the act were satisfied. 
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To provide needed workers, the Governments of the United States and the 
Philippines by exchange of notes in 1947 agreed upon terms and conditions under 
which Filipinos could be recruited by United States contractors for work upon 
Guam. A scale of wages was agreed upon varying from 26 cents to $1 per hour; 
transportation to and from Guam was furnished without charge; room, board, 
medical services, and emergency dental care were provided without cost to the 
employee; time and one-half was paid for work in excess of 8 hours per day or 
40 hours per week; and an overseas differential bonus of 25 percent was paid to 
each employee upon completition of 1 year’s service. At the present time the 
minimum hourly rate of pay, including allowances for benefits, is estimated to 
amount to $0.53. 

Though some of these wages are below the Fair Labor Standards Act minimum, 
they are considered fair and in proportion to productivity. The Filipinos often 
required schooling in English and instruction in American building and adminis- 
trative techniques. They have been paid a wage substantially higher than they 
could have earned in the Philippines; bave lived under better conditions; and 
have learned new skills. If the act is applied to these imported Filipinos on 
Guam, the Department of Defense contractors and eventually the United States 
might be liable for wages and penalties in excess of $3 million for retroactive 
wage payments alone. (In addition, new wage scales embodying minimum pay- 
ments of $1 per hour beginning March 1, 1956, and customary differentials for 
classifications with more skill would increase costs of more than $9 million per 
vear.) 

As another illustration, the Department of the Army constructed air bases in 
French Morocco which involved agreements with the French Government in the 
use of American and native labor. In the early part of the construction, the 
French Government permitted only a total of 130 American personnel to be sent 
to Morocco for supervisory use of the American contractor. The wage scales 
for Americans were comparable to those paid in the United States, while Arabs 
received 10 cents per hour plus other fringe benefits. This was in view of the 
concern of French officials of an upset in the economy in Morocco both from the 
point of view of purchases to be made and the wage scale. 

Yet if the United States had insisted on conformance to American wage stand- 
ards in the employment of native labor, the defense base agreement would have 
been delayed in a matter of great urgency and labor and community problems 
would have multiplied with consequent delay to the project. In addition, the 
unnecessary added cost to the Government is quite apparent when one considers 
that several thousand Arabs were employed on the project. 

These two illustrations on Guam and in French Morocco do not exhaust the 
instances where the Department of Defense is engaged upon defense work at 
overseas locations where the Fair Labor Standards Act may require payment 
of wages far in excess of those appropriate to local foreign conditions. The De- 
partment of Defense has or is engaged in such work in the West Indies, Spain, 
Italy, Turkey, the Philippines, Japan, Okinawa, and in many other places. 


CONCLUSION AND RECOMMENDATIONS 


The Department of Defense believes that the proposed legislation removes 
any doubt as to the legal technicalities of coverage of the Fair Labor Standards 
Act at overseas locations. It will permit the continuation of the present fairly 
administered and sound policies with regard to the use of native workers at 
overseas locations. It will allow the Department of Defense to continue to 
execute its responsibilities and functions while at the same time fostering better 
international relations through the use of native labor in foreign countries in a 
manner consistent with their local economies and labor laws. In addition, it 
permits the industrial development of American Samoa, Guam, and Wake Island 
at a pace suited to their economies, For these reasons the Department of Defense 
very strongly recommends early favorable consideration of the proposed legis- 
lation. It should be further noted thaf the Government of the Philippines has 
for some time been interested in renegotiating the minimum wage applicable 
to their nationals used on United States Government work in the Pacific Ocean 
area and has formally requested the United States Government to enter into 
such negotiations for the purpose of establishing revised wage rates and other 
employment conditions for their nationals. It is understood that the Depart- 
ment of State will attempt to schedule these negotiations for some time in early 
1956. The enactment of the instant proposal prior to these negotiations is be- 
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lieved to be highly desirable in order that United States Government represen- 
tatives may negotiate for fair and reasonable wage rates with greater latitude. 
there being removed any basis for contention that the minimum wage rates of 
the Fair Labor Standards Act should be applicable. The increased costs to the 
United States, in the event these minimum wage rates are applied on Guam, are 
stated in the foregoing paragraphs. 

I trust the foregoing information will aid in the consideration of this proposal 
by the Committee. 

Sincerely yours, 


J. R. CARNES, 
Captain, United States Navy, Director, Legislative Division. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 


Washington, D. C., December 13, 1955. 
Hon. Lister HILt, 


Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


My Dear Mr. CnarrMAN: I am writing with respect to a matter of utmost 
concern to the Department of the Navy, the legislative proposal to amend the 
Fair Labor Standards Act of 1938, as amended. The proposal is part of the 
legislative program for 1956, the draft of legislation and letter of justification 
having been forwarded to the President of the Senate on June 6, 1955, and 
introduced in the Senate gn July 5, 1955, as S. 2404. The bill was referred to 
the Committee on Labor and Public Welfare. 

This measure would amend the Fair Labor Standards Act of 1938, as amended 
(29 U. S. C. 201), to provide that its minimum wage, overtime pay, child labor, 
and recordkeeping requirements shall not apply to employees whose work is 
performed in certain overseas areas. Excluded areas are foreign countries or 
territories under the jurisdiction of the United States such as the Canal Zone, 
the Guano Islands, and numerous small, practically uninhabited islands. In- 
cluded are the States of the Union, the District of Columbia, Alaska, Hawaii, 
Puerto Rico, the Virgin Islands, outer Coutinental Shelf lands, Guam, American 
Samoa, and Wake Island. The proposal provides for special treatment of 
Guam, American Samoa, and Wake Island, in that it authorizes the Secretary 
of Labor to establish appropriate minimum wages in these three areas after 
public hearings. 

Under the terms of the Fair Labor Standards Act as now written, and con- 
strued by the United States Supreme Court in 1948, it may be necessary to pay 
native labor employed on defense bases in remote foreign areas in accordance 
with United States standards for wages and hours of work. The reasons why 
this is neither practicable nor desirable are fully set forth in the executive com- 
munication referred to in the first paragraph above. 

The Government of the Philippines for some time has been interested in 
renegotiating the minimum wage applicable to their nationals used on United 
States Government work in the Pacific Ocean area and has formally requested 
the United States Government to enter into such negotiations for the purpose 
of establishing revised wage rates and other employment conditions for their 
nationals. The Filipinos currently utilized on Guam are employed under con- 
ditions agreed to between the Government of the Philippines and the United 
States pursuant to an exchange of notes in 1947. The wages established in that 
agreement are considered fair and in proportion to productivity and the local 
economy even though they are lower than the present $0.75 minimum of the 
Fair Labor Standards Act, which is scheduled to be increased to $1 per hour 
on March 1, 1956. It is understood that the Department of State will attempt 
to schedule the aforementioned negotiations for sometime in early 1956. The 
enactment of S. 2404 prior to these negotiations is believed to be highly desir- 
able in order that United States Government representatives may negotiate 
for fair and reasonable wage rates with greater latitude, there being removed 
any basis for contention that the minimum wage rates of the Fair Labor Stand- 
ards Act should be applicable. It is estimated that new wage scales embody- 
ing minimum payments of even 75 cents per hour and customary differentials 
for classification with more skill would increase the cost of defense construc- 
tion and maintenance on Guam alone by more than $8 million per year. 





AMENDING THE FAIR LABOR STANDARDS ACT OF 19838 607 


In view of the foregoing, it is hoped that your committee will find it feasible 
to give S. 2404 early consideration during the next session. Should the com- 
mittee require any information in addition to that already furnished, the De 
partment of the Navy will be pleased to furnish it. 

Sincerely yours, 
THomas 8S. Garrs, Jr., 
Acting Secretary of the Navy 


STATEMENT ON BEHALF OF THE GUAM LEGISLATURE 


The legislature and people of Guam are opposed to the enactment of bills 
S. 2404 and S. 1127 and take this means of submitting their views to the com- 
mittee, respectfully urging that these bills be rejected. Our opposition has also 
been expressed in hearings held by the Committee on Education and Labor of 
the House of Representatives upon H. R. 9129 and H. R. 9144, by A. B. Won Pat 
and Mrs. Cynthia Torres, members of the legislature authorized and directed to 
testify in opposition to excluding Guam from the benefits of the Fair Labor 
Standards Act of 1938, as amended. This act is presently applicable to Guam. 
The bills before the committee would permit a reduction in the minimum wage 
in Guam, since they would authorize the Secretary of Labor to establish mini- 
mum wage rates below the statutory $1 per hour. The bills would also permit 
the Secretary of Labor to authorize “variances, tolerances, and exemptions” in 
connection with the 40-hour week, overtime compensation, and child labor in 
Guam, thus weakening the existing protection extended to working people in 
Guam generally and particularly children. There are several reasons for which 
the legislature and people of Guam oppose any repeal of currently applicable 
benefits of the Fair Labor Standards Act. 

(1) Repeal of such benefits would be discriminatory. By the Organie Act of 
Guam (Public Law 630, S8ist Cong.) Guam was made an unincorporated Terri- 
tory of the United States and its people became American citizens. By this act, 
of course, the people of Guam attained the benefits of many United States stat- 
utes and the enjoyment of the rights of citizenship. They also became subject to 
the obligation of citizenship. We do not believe that citizenship can properly 
be divided into classes—all citizens ought certainly to be subject to the same 
duties and entitled to the same rights and benefits. No group should be denied 
the rights and benefits extended to citizens generally, yet this would be the effect 
of enactment of bills S. 2404 and §. 1127. They would discriminate against 
citizens who reside in Guam. 

Such discrimination would also seriously affect the morale of the people of 
Guam. It would look to them like a breach of democratic faith and a retreat 
from the spirit which manifested itself in the Organic Act of Guam. It might 
well cause them to fear a trend, a pattern of weakening or removing existing 
protections. The people might very well ask why they should be denied the 
benefits of such laws as the Fair Labor Standards Act, designed to protect citi- 
zens, when they are subject to the proper burdens of citizenship, including the 
income tax according to the Internal Revenue Code and including compulsory 
military service. 

(2) Wage protection is essential in Guam. Guam has what may be called a 
“payroll economy,” based largely on expenditures resulting from the necessity 
of maintaining Guam as a major strategic military base. Before World War Ii, 
the Guamanians were people of the land. The economy of Guam was agricul- 
tural, and money was of relatively little importance. Despite the serious efforts 
to achieve resettlement and rehabilitation after the reoccupation of Guam in 
1944, it has proved impossible to restore the essential agricultural economy. We 
recognize the strategic importance of Guam and the need for land of the armed 
services ; condemnation of land for military purposes is mentioned only because 
of its effect on the economy. Of all the limited land area of Guam, approxi- 
mately 32.78 percent is owned by the United States and 22.94 percent by the gov- 
ernment of Guam, leaving only 44.28 percent in private ownership. In addition, 
3.73 percent is held by the United States under leasehold. In other words, the 
military forces, by ownership or lease, control 36.51 percent of all land in Guam. 
To make matters worse, this 36.51 includes a large majority of the finest prewar 
farms. A very large part of the land owned privately or by the government of 
Guam is totally unsuited to agriculture. A disturbingly large part of the best 
fishing waters are also within areas controlled by the armed forces. The agri- 
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cultural economy is simply gone for the foreseeable future. Only about 700 people 
now earn their living in whole or in part from agriculture. 

Moreover, Guam has practically no valuable mineral resources and hence no 
mining industry. Manufacturing is extremely limited, also for lack of re- 
sources. There is no lumber industry, and exports consist only of scrap iron 
(the supply is obviously limited) and a small amount of copra. There are no 
canneries or food processing plants. Commercial agriculture consists only of 
limited poultry raising and egg production and a very little truck farming. Prac. 
tically everything must be imported: 95 percent of the foodstuffs, 100 percent of 
clothing, 97 percent of building materials, 100 percent of household and mechan 
ical equipment, substantially 100 per cent of all household furnishings. Nearly a)! 
imports come from the mainland. The cost in Guam, of course, amounts at least 
to mainland prices plus shipping and handling costs. 

In the absence of the agricultural economy, industry, manufacturing, and the 
like, the people of Guam are clearly dependent upon wages. They must work for 
the Government, the military, the few construction companies, or retail and 
wholesale trade establishments. All of these activities are very greatly dependent 
upon military payrolls and military expenditures for facilities and construction. 

With such a payroll economy, any weakening of the wage structure would 
necessarily have serious consequences and might well be disastrous. 

(3) The cost of living in Guam is high, and the standard of living cannot be 
maintained if wages are reduced or the wage structure weakened. The factor 
of importation and its necessary effect upon living costs have already been men- 
tioned. The high cost of living is well illustrated by the attached schedules: 
Relative Importance of Consumers Cost of Living Items, Guam, Mareh 1954, and 
March 1955, and Cost of Living in Guam Survey, March 1955, Limited Available 
List of Comparative Prices of Food in Guam and in the United States Mainland 
in March 1955. 

We assume that your committee is opposed to action that would reduce the 
standard of living of United States citizens, whether they be in Guam or else- 
where throughout the country, and on the contrary, consider as of prime im- 
portance a progressive and sound raising of that standard. If the present way 
of life in Guam is to continue, the annual cash income of the head of the family 
must be $3,000 and this is difficult of attainment even should the minimum wage 
provided by the Fair Labor Standards Act be continued and enforced. 

The facts hereinafter set forth deal with the standard of living, average an- 
nual income, and average annual cost of a Guamanian family unit of 5. When 
referring to Guamanians, we are speaking of United States citizens, residents of 
the Territory. 

Referring to the Cost of Living in Guam Survey, March 1954—March 1955, we 
find the following statement, “In this report the Cost of Living in Guam, the 
tentative total amount spent by the average family in the course of a year is used, 
not the exact figure, but as a calculated average based on statistical data which 
is checked against and controlled by the known available income of a large num- 
ber, but not all, of the families in Guam. This control figure helps to keep re- 
ported annual living expenditures for the family within reasonable limits. The 
estimated total value of purchases of the average family in Guam, based on an 
average of 100 families as shown in this report, is $2,970.37, while the average of 
1,093 permanent government of Guam employees earning under $5,000 per year 
(93% percent of all permanent government employees) is $3,027, take-home pay, 
with deduction for taxes and retirement is, $2,651.00. 

“The average family income of the 8,000 mainland families, excluding those 
within the $10,000 or more after taxes, in 1952, on which the revised (January 
1953) United States Consumers Price Index is based, is $4,160 after taxes.” The 
average size of the family unit on which the United States Consumers Index is 
based is 3.3 persons in contrast to the family unit in Guam of 5 persons. 

It should be noted that the stated average income (take-home pay) is that of a 
permanent employee of the government of Guam which is well above that of 
the average Guamanian family. 

These facts and figures dramatically demonstrate the urgency of continuing 
existing wage supports and of effectively enforcing them. 

(4) Consideration must also be given to the effects of imported alien labor 
and to the argument that the Fair Labor Standards Act directly affects only 2 
small percentage of employable Guamanians. These points are closely related. 
If a part of the total body of working people in an area are paid substandard 
wages, all will be strongly affected, even though some of the effects may be in- 
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direct. Naturally, substandard wages paid to any part of the working people 
in an area result in a lesser total of money circulating in the economy. And also 
the substandard wage scale furnishes an unfortunate yardstick by which em- 
ployers tend to measure their own willingness to pay for labor even though cir- 
cumstances warrant higher standards. These effects operate whether the group 
receiving substandard wages consists of imported alien labor or whether it 
consists of those members of the citizen working force directly covered by pro- 
visions allowing the substandard wages. Of course, the opposite and beneficial 
effects flow from effective maintenance of adequate minimum standards. In this 
connection it should also be observed that the importation of alien workmen, par- 
ticularly under contract at low wages, seriously impairs the competitive position 
of the resident citizen working people, by introducing large numbers of aliens 
at low wages, tying up large numbers of jobs, and decreasing the demand for 
labor as compared with the supply. The importation of alien labor can be justified 
only when and to the extent that the local labor supply is inadequate to meet the 
demand; and when importation is necessary, the imported workmen ought to 
be paid standard wages, for the reasons mentioned above. 

We want our position to be entirely clear in this regard. We are speaking 
for the American citizens and residents of Guam and not for the imported labor. 
The importation of labor should be reduced now and hereafter to the extent 
local workmen are available. But we must repeat that payment of substandard 
wages to any group affects the entire working population. 

For these various reasons, what is indicated is not repeal of these wage and 
hour standards as applied to Guam, not a legalization of the current substandard 
wages paid some workmen in Guam, but effective enforcement of the wage and 
hour standards so that the law will function as intended. 

(5) Some may argue that the Guam Legislature could enact a local wage and 
hour law and by doing so protect the local working people. It requires little 
analysis, however, to show the ineffectiveness of such action in the present circum- 
stances. In view of the large numbers employed directly and indirectly by the 
United States in Guam, it would seem that a great deal of jurisdictional con- 
fusion would certainly result from any territorial wage and hour law. Also in 
view of the large numbers employed directly or indirectly by the United States, a 
local law would not be adequately effective because too many workmen would be 
beyond its reach, and those beyond its reach would find themselves at an unfair 
disadvantage. It may be that a local law could advantageously complement 
the Fair Labor Standards Act, but under present circumstances a local law 
cannot do the job alone. 

For all the reasons discussed above, in the interest of equality and fairness, 
and for the protection of the citizen workmen residing in Guam, we most earnestly 
request that bills S. 2404 and S. 1127 be rejected and that the existing wage and 
hour provisions applicable in Guam be effectively enforced. 

Respectfully submitted on behalf of the Guam Legislature. 


A. B. Won Par. 


Relative importance of consumers’ cost-of-living items, Guam, March 1954 and 
March 1955 





Relative | Consump- | Weighted | Consump- | Weighted 

weights, |tion, family totals, tion, family totals, 

Guam | of 5, 1954 1954" | of 5, 1955 1955 
| 


5 


$1, 407. 4 | $65 3,052.16 | $1,379.15 | $639, 925. - 
542. 6s 96, 591. 70 | 528.86 | 94, 137 
201.36 | 13, 892. 94 | 204.81 | 14,091. 80 
490.50 | 70,932. 50 490. 50 70, 932. 50 
60. 00 1, 200. 00 60. 00 | 1, 200. 00 
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Cost of living in Guam survey, March 1955—Limited available list of comparative 
prices of food in Guam and in the United States mainland in March 1955 


United Percentage 
Guam | States prices {1 
prices, prices, Guam 
March March above 

1955 Prices on 

mainland 


Bakery and cereal products: 
Bread, 1-pound loaves 
Flour, 1 pound... 


.10.8 | 
Spaghetti, 1 pound 


: 30 0 | 
Total 
Guam weight 


58.5. 


alibosnakhas sheeibe ' 3.4 | 3.4 


Weight total_- 98. 9 

Dairy products: 
Butter, 1 pound 
Margarine, l-pound cartons... __- 
Cheese, Ame rican ss 
Milk, Carnation, 14}4-ounce can. 
Ice cream, quart 


71.0 | 
29.2 | 
57.8 
. 13.7 
58.0 | 
rR aE ERS: UF Te Tet Sree . 89 2. 29. 
Guam weight. j 


91.8 $14. 24.1 


Meat, beef: | 
Corn beef, 1-pound can- -- $0. 45.0 $0. 41.0 | 
Hamburger, 1 pound... : —— . 57.0 | 39.7 

Spam, 12-ounce can____- me Se eee . 57.0 | 40.0 | 
Vienna sausage, 4-ounce can.............-...---------.--------- . 24.0 | 19 

Fresh vegetables: | 
Carrots, 1 pound____ ; eis . 20.0 13. 
Cabbage, U.8. head cabbage, 1 pound___........-- whididdidmas . 20.0 | . 07, 
Onions, 1 pound_. . 


Pa . 10.0 
Potatoes, Irish, 1 pound : ere . .11.0 


Weight total_-__- 


Canned vetetables: 
Baby food, Gerbers, 5-ounce can _........--- ei Bi detained . 13.0 
Beans, green, 1- pound can... ae 28.0 
Beans, pork :¢ and beans, 1- pound can C: amp bells. : . 20.0 
Peas, green, No. _ can phiotinbined 30.0 | 
Soup, vegetable, Campbells, regular can a . 18.0 | 
‘Tomatoes, standard can, 1442 ounces : . 24.0 | 





Total__..- . O9. 0 } 
Guam weight ct 4 ote 8. 
Weighted total pa Slt gatas tie iia cs wip etehai aie 51. 15. 


Coffee, standard brands, 1 pound : 1. 35. 
Sugar, 1 pound pices +a 11. 


a aval iebilk ocbetsy bee pansbhiaas aes . 46. 
Guam weight 
Weighted total 
Pork: 
Bacon, sliced, 1 pound -- 
Chops, 1 pound 
Ham, canned, cooked, 1 pound -- 
Spare ribs, 1 pound... 


Poultry: 
Fryers, eviscerated, 1 pound -- 
Roast chicken, 1 pound. 


Total 
Guam weight 


Weight total 
Eggs: Medium, cold stor: age, dozen. 
Shortening and salad oils: 
Shortening, Crisco, etc., 1-pound can 
Salad oil, Wesson, 1 quart 
Fresh fruit: 
Apples, 1 pound_---.-.-.------- tewvitdbined pp ks 6Editemobie cen 
Bananas, 1 pound_--- 
Lemons, 1 pound- -- 
Pears, 1 pound __. 
Canned fruit: 
Peaches, heavy sirup, No. 24 can 
Pears, heavy sirup, No. 2% can 
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Cost of living in Guam survey, 1955, estimated consumption of food, clothing, 
utilities, services, etc., of an average Guamanian family of 5 persons in 1955, 
as of Mar. 15,1955 


$1, 379. 15 | Personal care $33. 90 


Housing 200. 00 | Recreation 62. 40 


Household operations______~ 283. 66 | Other goods and services___- 141. 75 
Household furnishings 45. 20 | Miscellaneous (donations 

Clothing 204. 81 and books rentals) 69. 00 
Transportation 490. 50 — — 
Medical care 60. 00 Total 2, 970. 37 


STATEMENT SUBMITTED BY Davip VIPoNnD, CHAIRMAN, COMMITTEE ON LEGISLATION 
AND TAXATION ON BEHALF OF THE NATIONAL ASSOCIATION OF ToBAcco DISTRIBUTORS 


On May 12, 1955, your honorable committee extended to me the privilege of ap- 
pearing before you in my dual capacity of executive of a major wholesaling firm, 
and chairman of a committee of the National Association of Tobacco Distributors, 
in order to voice my views and the sentiments of the association on legislation 
pending before this honorable body. 

I should like, at this time, to supplement my position of record as taken a year 
ago and to express, specifically, the opposition of the National Association of 
Tobacco Distributors to S. 770 and S. 3310 now being considered by your com- 
mittee. 

Speaking in an individual capacity, my views are those only of myself and 
my firm, a major tobacco wholesaler serving merchants in the States of Penn- 
sylvania and New York. In my representative capacity, I speak for an asso- 
ciation which reflects the thinking of thousands of businessmen whose more than 
15,000 salesmen engage in business of an annual volume in excess of $5 billion. 
This corps of salesmen, in the course of its duties, deals with and services more 
than 1,350,000 retail outlets throughout the United States. 

It is this vital group of salesmen in whose behalf, actually, I speak. It is my 
firm conviction and that of the National Association of Tobacco Distributors that 
the passage of either S. 770 or 8S. 3310 would ultimately redound to the dis- 
advantage of that body of salesmen the law ostensibly desires to benefit. Both 
these bills attempt to remove salesmen from the category of professional, execu- 
tive or administrative personnel exempted from the provisions of the Fair Labor 
Standards Act. Speaking as a former salesman, myself, and on behalf of an 
association where sales and salesmanship are treated as both an art and a science, 
I resent this admittedly benevolent attempt to reduce the status of the salesman 
to that of a mere hired hand. 

The ambassadorial posture of outside salesmen is significantly undergirded by 
a recent field research study sponsored by the association, as a corollary to the 
gathering of material for the impending publication of a text entitled: “Success- 
ful Methods of Wholesale Tobacco Distribution—What It Takes!” 

This comprehensive study pinpoints that: 

(a) Salesmen of an apprecible number of distributors are invited to 
confer with the principals on determining and setting operational policies. 

(b) Salesmen are provided with office accommodations, in many instances, 
akin to that of the principals and proprietors. 

(c) Many firms conduct, regularly, sales training programs for the pur- 
pose of familiarizing salesmen, at firsthand, with the most advanced methods 
and techniques in sizing up market potentials, consumer attitudes, mer- 
chandising techniques and retailing methods. 

(d) The principals or proprietors of a substantial number of firms consult 
with salesmen regarding the addition of new lines and new products and, 
more often than not, when disapproved by the salesmen, such products are 
disregarded. 

(e) Over 85 percent of the wholesale tobacco distributors hold weekly 
sales meetings for the ostensible purpose of eliciting the salesmen’s views 
and reactions about any and every promotional idea, as well as orienting the 
salesmen with promotional ideas under consideration by the firm. 

(f) A most revealing aspect of the study pertains to the earning potential 
of salesmen which is largely governed and influenced by the ability, industri- 
ousness, diligence and applicability of each salesman as an aspiring indi- 
vidual. The earing rate is between $5,000 and $15,000 a year. The 
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professional character of the salesman is further underlined by the fact 
that, akin to engineers, doctors, and dentists, the demand for promising 
sales talent is insatiable. 

(g) The appropriation of American industry, at the present juncture, for 
sales training is phenomenal, and even then it is generally recognized that 
the dearth of promising salesmen is nothing short of disturbing. 

I note with interest the fatt that both S. 770 and S. 3310 are not essentially 
different in purpose or effect from the bills introduced by Senator Lehman 
(S. 662) and Senator Murray (S. 2748). Neither of these latter two bills deem 
it necessary to eliminate outside salesmen from exempted categories of work. 
Indeed, I find it difficult to understand why Senator Murray proposes to eliminate 
such outside salesmen from the exemption of law in S. 770, but proposes to 
include them within the exemption in the bill be introduced later in the same 
session of Congress. It is quite clear that the evils sought to be remedied can 
be equally well remedied without the arbitrary declassification of outside 
salesmen. 

To date, no information has been unearthed which would tndicate that out- 
side salesmen, as such, need the safeguards of the Fair Labor Standards Act. 
As the study adverted to above has shown, they are very far from being a de- 
pressed economic group. Indeed, the cry that has gone up from most industrial 
concerns is for more persons learned in the art of salesmanship. A good sales- 
man is at a premium and many firms compete actively in the search for such 
persons. 

Business experience will show that no employer dictates the number of hours 
which his salesman employs in contacting customers. This is all the more so in 
the wholesale tobacco distributive trade. The function of the outside salesman 
is not, and cannot ever be, abridged in time. He handles, in our industry, not 
only cigarettes, cigars, pipes, and tobacco products, but also pens, pencils, wal- 
lets, hosiery, watch bands, toys, cosmetics, and a myriad of like commodities. 

Our industry’s salesmen are generally compensated by a commission, or a 
combination of salary plus commission. The test of a salesman is his ability or 
willingness to sell. The training of a salesman is the function and responsibility 
of management, and it entails a perpetual investment of more than $36,000 
for each such salesman on the road. The saleman joins with management by 
contributing his ability to management’s investment of time and capital. This 
unique combination he then places before his firm’s customers. He alone is 
largely the judge of the number of hours to spend with each customer ; the type 
of approach most likely to yield financial results for himself and his firm. He 
alone chiefly determines the scope and extent of his earnings. His ability to 
increase his earnings is limited only by his individual ambition and industrious- 
ness. Quite obviously, therefore, to fix maximum hours and minimum wages for 
the outside salesman is tantamout to degenerating his professional status into 
that of a mere order taker. 

Who can measure the salesman’s selling time when he is on the road and, 
when measured, who can check it? The time required to travel a route is always 
a variable. The salesman’s own manner of dealing with customers has a 
marked influence on the time element. Should a salesman who takes 2 hours to 
sell a particular account be compensated eightfold better than a salesman who 
sells the same account in 15 minutes? Sales work is so ungovernable by any 
known measure of occupational time or wage standards that its inclusion under 
provisions of the Fair Labor Standards Act is not only impractical, but ut- 
thinkable. 

For all of these reasons, I must once again strenuously express the opposition 
of the National Association of Tobacco Distributors to the inclusion of outside 
salesmen within the purview of covered employees under the law. Such in- 
clusion serves no useful purpose in that there is no evil here to be remedied. 
To the contrary: It would ultimately result in an overall reduction of outside 
salesmen’s earnings and a measurable loss of sales volume to the employing 
firm, all to the deteriment both of employer and employee. 

We accordingly take our stand in undeviating opposition to S. 770 and §. 3510 
insofar as these bills attempt to devaluate the status of outside salesmen by 
removing them from the exemption provisions of section 13 (a) of the Fair 
Labor Standards Act. 





AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 613 


Fioripa STATE CHAMBER OF COMMERCE, 
Jacksonville, Fla., May 10, 1956. 


Senators Lister Hitt, James E. Murgay, MattHew M. Neevy, Pace H. Doveas, 
Hersert H. LEHMAN, JoHN F. KennepY, Pat McNamMana, H. ALEXANDER SMITH, 
Inving M. Ives, WILLIAM A. PURTELL, Baggy GoLtpwater, Georce H. Benver, 
and GorDoN ALLOTT 


MINIMUM WAGE COVERAGE FOR RETAIL AND SERVICE EMPLOYEES 


In our declaration of policy for 1955, we expressed our opposition in prin- 
ciple to a minimum wage fixed by Federal law as part and parcel of a planned 
economy. In 1956, we also opposed any further extension of minimum wage 
coverage to those businesses presently exempt from minimum wage law provi- 
sions. We wish to reiterate our position in this respect. 

It is understood that consideration is to be given in the current session to 
extend coverage of the recently adjusted hourly minimum to employees of other 
business categories not now subject to the provisions of the law. 

We are unalterably opposed to including employees of retailing and servicing 
industries under the minimum wage law, as these operations cannot properly 
be construed as interstate commerce, nor in any sense competitive as between 
various locations in several States. Furthermore, the minimum wage law was 
primarily designed for hourly wage workers, based on a straight 40-hour week ; 
whereas, this would be the exception rather than the rule in retail and service 
establishments, where their pay is often based on bonuses, commissions, or 
in profit sharing. Work hours in such establishments also are irregular and 
subject to customer service needs, and cannot be adjusted to the 40-hour week 
provision. To attempt to cover these varying conditions by a minimum wage 
law would be virtually impossible. 

It is respectfully requested, therefore, that you oppose legislation that would 
propose to extend provisions of the minimum wage law to employees of retail 
and service establishments. 

Sincerely yours, 
Harrop Corer, 
Executive Vice President. 


STATEMENT ON BEHALF OF THE NATIONAL TIRE DEALERS AND RETREADERS 
ASSOCIATION, INC., WITH RESPECT TO AMENDMENTS TO THE Farr LABor STAND- 
ARDS ACT 


This statement is submitted by the National Tire Dealers and Retreaders Asso- 
ciation, Ine., the only national trade association representing independent tire 
dealers and tire retreaders in this country. The association has approximately 
2,500 members, all of whom are independent merchants, being in no way con- 
nected with tire manufacturers, chain stores, oil companies or other large 
distributors of tires or accessories. There are members in each of the 48 
States, the District of Columbia, and the Territories of the United States. 

There are before the committee a number of bills seeking to amend various 
provisions of the Fair Labor Standards Act. A number of the bills would amend 
section 13 (29 U. S. C. sec. 213) which sets forth those activities and industries 
which are exempt from the provisions of the act. 

The independent tire dealers of this country are small businessmen. They 
are engaged in a highly competitive industry at the retail level, an industry 
which has reached an acute stage of competition for the current market. The 
share of the market serviced by independent tire dealers has been sharply 
diminished by a number of circumstances including the handling of large ac- 
counts by tire manufacturers direct, distribution of tires through major oil 
company service station outlets (this practice is now the subject of a com- 
plaint by the Federal Trade Commission) and competition from large interstate 
chain organizations. Independent tire dealers for the most part sell to individual 
customers as well as through some gasoline service stations. and a number of 
the dealers perform retreading services on customer’s tires and in some cases 
on used tires for resale. 

Administration spokesmen who testified before this committee last year 
Stated that it was not the intent of the amendments to the retail exemption 
to expand the coverage of the Fair Labor Standards Act to include small local 
merchants. Secretary Mitchell said, “The Federal Government should not reg- 
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ulate those enterprises which are essentially local in character. This field 
should be left to the States.” 

Since the labor situation varies in each region of the country and since 
small-business men are faced with what has been a serious struggle for existence, 
Secretary Mitchell’s comments should be a guide to the committee in considering 
this new legislation. 

The demise of small business has been predicted by economists and business 
experts and recently in the March 4 issue of the St. Louis Post-Dispatch, James 
R. Hoffa of the Teamsters union said, “The future of labor management rela- 
tions is big labor and big business, for there is no room for the small business 
or the small union.” He continued, “The small guy is going out of business— 
union or no union.” 

We take sharp issue with Mr. Hoffa on this statement. However, we earnestly 
request that this committee do nothing to aid other forces in smothering small 
business. 

Since the inception of the Fair Labor Standards Act, it has been clearly the 
intent of Congress to exempt certain categories of employees which were de- 
fined in the original act as employees in a local retailing capacity, outside 
salesmen, and employees engaged in retail or service establishments, the greater 
part of whose selling or servicing is in intrastate commerce. In the years fol- 
lowing the enactment of this law in 1938, the administrator issued a series of 
sweeping interpretations, many of which were upheld by the courts which had 
the effect of negating the exemption for employees in local retail establishments, 
Therefore, in 1949, section 13 of the act was amended for the primary purpose of 
reestablishing the intended exemption for employees in local retail establishments 
and to define the conditions under which the exemption would apply. The 
clarification through these amendments was necessary, the Congress stated, 
to obviate the sweeping rulings of the administrator which were not consistent 
with the congressional intent in framing the original section 13 (H. Rept. 1543, 
Sist Cong., Ist sess.). 

The 1949 amendments spelled out the conditions under which the retail exemp- 
tion was to be applicable. These amendments were based upon 11 years of ex- 
perience under the act and were the result of careful inquiry by the Congress. 
A retail establishment was defined as one, 75 percent of whose annual dollar vol- 
ume of sale was not for resale. This permitted the independent tire dealer to 
occasionally supply a local service station with tires and to service small com- 
mercial customers which sales have been universally regarded in the tire indus- 
try as retail sales. 

Subdivision 4 of section 18 as amended in 1949 also recognized that some inde- 
pendent tire dealers who maintained retreading equipment would be entitled to 
an exemption if 85 percent of their sales of retreaded tires were made within the 
State. The logic of these two provisions was obvious. The burden upon the small 
independent tire dealer of compliance with the Fair Labor Standards Act goes 
far beyond payment of the minimum wage. The time consuming and costly bur- 
den of record keeping required by the act is beyond the facilities of a small tire 
dealer. Outside salesmen who work on straight commission, in many cases on 
a part-time basis, could not be maintained if a minimum hourly wage was re- 
quired. If the present exemption for outside salesmen is eliminated, most out- 
side salesmen for independent tire dealers will have their employment terminated. 
It would, therefore, be no service to persons engaged as outside salesmen to in- 
clude them within the scope of the act. 

If the subcommittee should recommend the modification of section 13 as pro- 
posed in some of the bills by eliminating the present provisions of subdivisions 
2 and 4 of the act and in lieu thereof limiting the exemption to employers having 
less than 5 retail establishments and having a total annual volume of sales of 
less than $500,000, every tire dealer, no matter how small and no matter how 
local in character, would be subject to the act. This is so because a single sale to 
a gasoline station for resale to a customer of the station would probably result 
in the loss of that establishment’s classification as a retail establishment. In 
nddition, a small dealer who retreaded a used tire would undoubtedly lose his 
identification as a retail establishment if present subdivision 4 of section 13 (a) 
is eliminated. Certainly, this is not the intent of the Congress. Such a result 
would only hasten the prediction made by Mr. Hoffa that the small-business man 
will be leaving the American scene. We submit, therefore, that the present pro 
visions of section 13 be maintained or in the alternative that the definitions of 
section 13 (a) (2) and (4) be retained along with any limitation that the com- 
mittee may place on the number of establishments or dollar value of gross sales. 
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We also submit that any artificial classification by number of establishments 
r dollar value of gross sales is unrealistic and many small-business men will not 
know until the end of the calendar year whether they qualify for the exemption 
r not. 

The 1949 amendments have had only a limited opportunity to function. The 
administrator has not even issued regulations defining and interpreting the effec: 
of section 13 in the retail tire industry. Amendments to this section are, there 
fore, premature until the administrator and the Congress have had an opportunity 
to observe the success or failure of the 1949 amendments after a reasonable period 
f operation. We earnestly submit, therefore, that the committee maintain the 
present provisions of section 13 of the act or recommend only such amendment 
is will maintain the present provisions of section 13 (a) (2) and (4) to prevent 
an inadvertently broader expansion of the act than the Congress intends. 


STATEMENT OF ELI A. WESTON, COUNSEL FOR IDAHO GROWER-SHIPPERS ASSOCIATION, 
Inc., Boise, IpAHO 


My name is Eli A. Weston, of Boise, Idaho, attorney for the idaho Grower- 
Shippers Association, Inc., an association composed of grower-shippers repre- 
senting 90 to 95 percent of all of the shippers in the State of Idaho. The 
membership of the Idaho Grower-Shippers Association is composed of growers 
and shippers of fresh fruits and vegetables, including potatoes, onions, lettuce, 
carrots, apples, prunes, peaches, pears, and other fruits and vegetables. My 
fice is 518 Idaho Building, Boise, Idaho. 

Geographically our members live in the southern half of Idaho with most of 
the fruit, such as prunes, peaches, apricots, etc., raised in the western and south 
central part of the State, with onions, carrots, lettuce, peas and beans raised 
mostly in the western and south central section, and potatoes, early variety, grown 
in western Idaho and the later varieties grown in south central and eastern 
Idaho. 

The principal crop is, of course, potatoes, with the State of Idaho shipping 
between 50,000 to 60,000 cars per year. Because of the seasonal nature of the 
harvesting and packing of potatoes, and because of the limited labor supply in 
the State of Idaho, it is essential that the industry have exemptions from the 
strict requirements of the Fair Labor Standards Act. Appreciating this neces- 
sity, schools are let out and sometimes businesses declare holidays for the pur- 
pose of getting the crop in, particularly in the fall where frosts and other dangers 
are imminent. 

The handling of the potato crop in Idaho varies with the different growing 
sections, but in general follows two well-established methods. In eastern Idaho 
the prevailing method is to purchase the crop from the grower on a pack-out 
basis. Under this method the grower, and sometimes the grower and the shipper 
together, assume the responsibility of harvesting the crop, placing it either in 
the grower’s warehouse on his farm or in the shipper’s warehouse in the town, 
with the agreement and understanding that when the potatoes are finally packed 
and shipped the grower will be paid on the basis of so much per hundredweight 
for No. 1’s or No. 2’s, with the culls belonging in most instances to the grower to 
be disposed of as he sees fit. 

The second method, and one most commonly adopted, is to purchase the potatoes 
from the grower, U. S. Grade No. 1 made. Under this method the grower retains 
control of the packing of the potatoes and ownership in them until the grade is 
made and approved by the inspector from the Department of Agriculture. Under 
this method the farmer sometimes recruits his own crew and sometimes specifies 
the crew he wants. The farmers at times pay for the labor of packing. A great 
deal of the packing is done in the farmers’ cellars, perhaps 90 percent of the 
first run, or roughing operation. The ownership of the potatoes remains with 
the grower at all times, even after shipment and up to the time of sale. Under 
this method of handling, very often employees working on the farms assist the 
crews in sorting and sacking potatoes and very often the same employees that 
planted, cultivated, and dug the potatoes assist in sorting the same. Under this 
system the farmer has control over the method or manner in which the potatoes 
are sorted and sacked, even though they may in some instances be sorted and 
sacked in the packer’s warehouse. 

We believe the following incidents are pertinent to the issue showing how we 
operate in Idaho. 


78155—56——_40 
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1. A good percent of the packers and growers own and operate their own farms 


upon which they grow potatoes that are packed along with potatoes purchased 
from other growers. 

2. Most of the potatoes are subjected to a preliminary “roughing” operation 
in the growers’ cellars and on the farms. 

3. A large number of the employees engaged in sorting and packing the po- 
tatoes are farmboys living in the community, returning to the farms when the 
packing season is over. 

4. The potatoes are not changed in form and the operation of sacking and sort- 
ing is the usual simple operation performed by the farmer in preparing his 
product for market. 

5. Control over the method of packing the potatoes remains with the growers, 

6. Ownership in the potatoes remains with the grower until the grade is made. 

7. In some instances the cost of labor in packing is borne by the grower and 
sometimes the crew sorting and sacking the potatoes may move from farm to 
farm without working in the potato shed in town. 

8. All of the packing is done within a very small agricultural area of produc- 
tion adjacent to the farms. 

Any attempt to deprive the growers and shippers in the Idaho area of their 
exemption under 7 (c) and 7 (b) (3) of the act or 13 (a) (10) “area of produc- 
tion” would have a serious impact on the industry itself, first because of the high 
transportation costs now threatening the industry, second because of the limited 
supply of seasonal labor, and third because of the threatened and actual increase 
in the cost of living which would result if there were any further increases 
in the costs of handling and packing fresh fruits and vegetables. 

The arguments advanced at the time the Fair Labor Standards Act was passed 
still apply to operations closely related to the farmer. Any increased cost of 
packing, processing, or preparing the agricultural commodity for market, espe- 
cially in the rural areas, would result in reducing the price returns to the farmer. 
This was the most important reason for the exemptions although there was the 
added difficulty of applying the minimum and regular hourly rate of wages to 
the processing and handling of seasonal and perishable products. 

The farmer and grower must compete with industry in obtaining labor. 

The grower of fresh fruits and vegetables, like the rest of the farmers, is 
caught in a cost-price squeeze. Costs are already too high and as laudable as 
the social and other advantages of this law are, if these exemptions are taken 
from the growers and shippers of fresh fruits and vegetables, the impact on 
the farmer and automatically on food costs would be terrific. While we feel that 
the agricultural industry in Idaho may be a small segment of the total economy 
of the United States, we believe that Congress should protect the farmers, growers, 
and shippers of these essential farm products. 


AREA OF PRODUCTION 


In addition to the exemptions afforded the growers and shippers of fresh fruits 
and vegetables, we have section 138 (a) (10), commonly referred to as the “area 
of production” exemption. Up to the time of the recent Supreme Court decision 
(Budd vy. Mitchell) the Supreme Court has never passed on the validity of the 
definition promulgated by the administrator, and even though the Supreme Court 
has ruled that. the present definition is legal, it is not constructive and is not a 
proper definition or suitable for the industry. 

Our association has on numerous occasions suggested that the definition of 
the “area of production” should follow the plain and clear intent of the act and 
define the “area of production” as being an area customarily and ordinarily 
considered by the growers and shippers of the particular product in mind. We 
feel that this area is susceptible to regularly defined confines and in each case 
is well known and established by the industry growing and shipping the product 
in question. 

Various agricultural groups have discussed and are favorable to an amend- 
ment which we understand was prepared but not considered before adjournment 
and which we feel has considerable merit and should receive your consideration. 
It reads as follows: 

“Any individual employed within the area of production (defined for any 
agricultural or horticultural commodity, including livestock and poultry, as all 
of every county in which such commodity is produced) engaged in, about or in 
connection with the preparation for market or handling of any agricultural or 
horticultural commodity, including but not limited to the handling, packing, stor- 
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ing, Cleaning, dressing, eviscerating, extracting, grading, ginning, compressing, 
asteurizing, drying, canning, cooling, or freezing of any such commodity, or 
the making of cheese, butter, or other dairy products;or * * *” 

For all of the reasons which we have advanced in this statement, we earnestly 


recommend that the agricultural exemptions now contained in the Fair Labor 
Standards Act be retained. 


AMERICAN MERCHANT Marine Institute, INc., 
Washington, D. C., May 31, 1956. 
SenaToR Paut H. DovuGtLas, 
Chairman, Subcommittee on Labor, 
Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


My Dear Senator Dovetas: It is my understanding that your subcommittee is 
currently conducting hearings on bills concerning minimum wage coverage and 
exemptions, principally S. 662. 

Last year when hearings were held on proposed legislation with respect to 
this same subject, the American Merchant Marine Institute filed a statement 
expressing opposition to S. 662. The institute is a trade organization composed 
of 55 United States steamship companies operating over 6 million gross tons of 
American-flag passenger, tank, dry-cargo, and collier vessels in the foreign and 
domestic trades of the United States. 

The institute, on behalf of its member companies, wishes to reaffirm its posi- 
tion and again go on record in opposition to those provisions of S. 662 which would 
amend the Fair Labor Standards Act of 1938, as amended, so as te (1) eliminate 
the exemption of seamen from the minimum-wage provisions of the act; (2) 
exclude the cost of board and lodging furnished seamen by the employers in con- 
nection with the computation of the minimum wage; and (3) define the term 
“American vessel” for the purpose of the act to include “any vessel which is 
defined as a ‘vessel of the United States’ in title 18, United States Code, section 9, 
or which is documented or numbered under the laws of the United States.” 

The proposed change in the law which would remove the exemption of seamen 
from the minimum-wage provisions and provide a special method of calculation 
for determining conformity with the minimum wage appears even less necessary 
or desirable. Regardless of the Fair Labor Standards Act, and regardless of 
the fact that they have never been covered by that act, seagoing workers have 
heen able to make advances in earnings and conditions which go far beyond 
those won by most other classes of American workers. 

We urge that, in considering proposals which may be desirable to amend the 
Fair Labor Standards Act, no amendments which would change the present 
exemption of seamen from the minimum wage and maximum hour provisions 
or alter the extent of application of the law, be approved. 

It is hoped that in your deliberations you will take into consideration the 


views expressed herein, and will include this letter in the record. 
Respectfully, 


HERBERT R. O'Conor. 


STATEMENT SUBMITTED BY NORMAN A. BARTH, ATTORNEY FOR THE J. R. WATKINS, 
Co., WINONA, MINN. 


Gentlemen, my name is Norman A. Barth. I reside in Winona, Minn., and am 
an attorney for the J. R. Watkins Co., on whose behalf I am submitting this state 


ment in the matter of certain proposed amendments to the Fair Labor Standards 
Act. 


The J. R. Watkins Co. was established in 1868 as a manufacturer and whole- 


saler of household and farm supplies. As part of an extensive line developed 
principally for the farm family, Watkins brand products include household and 
farm disinfectants, insecticides, fungicides, mineral and vitamin feeding supple- 
ments for livestock and poultry, spices, packaged medicines, flavoring extracts. 
toilet preparations, household and veterinary remedies, cleansers, waxes, and 
polishes. The home office of the company is in Winona, Minn. Two manufac- 
turing — are operated, and there are branch offices in 15 cities from coast 
to coast. 

Over a period of 88 years, the principal activity of the company has been the 
manufacture of merchandise for sale to independent dealers who trade on their 
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own account, purchasing merchandise for resale at self-determined prices to 
consumers on a farm-to-farm and house-to-house basis. All merchandise is 
sold f. o. b. our plants or warehouses and become the property, unconditionally, 
of the dealer upon delivery to the carrier to deal in or dispose of as he sees fit 

Dealers to whom the company sells merchandise are entirely independent 
in their business operations, free by agreement and in fact, from control by 
the company in all respects. They fall under the self-employed classification 
in the Social Security Act. 

I submit this statement with reference to specific proposed amendments to the 
Fair Labor Standards Act now under consideration by this subcommittee, as 
follows: 


1. In favor of retaining the outside sales person exemption as it is now contain 
in the act 

An outside sales person is an individual who is compensated on the basis 
of results and not on the amount of time he devotes to his own business. He 
“arries on his business entirely away from the premises of the supplier from 
whom he purchases his merchandise. 

As the term applies to a dealer engaged in the sale of Watkins brand prod- 
ucts and other articles dealt in by this company, such an individual buys mer- 
chandise from us at our wholesale prices for resale at self-determined retail 
prices, to his own customers from farm-to-farm and from house-to-house. All 
the expenses of operating his business are paid by him. This includes the cost 
of operating his car or truck, insurance, freight, and taxes on equipment and 
merchandise, advertising, bad debt and inventory losses he might incur. He main 
tains his own place of business and operates a vehicle which brings a store on 
wheels to the door of his customer. He may handle other lines of merchandise, 
not being confined exclusively to the sale of merchandise offered by this company 

We would have no conceivable way of determining the number of hours each 
such individual may devote to calling upon his customers, or the kind of mer- 
chandise he is selling, because he is doing business entirely on his own account, 
free from control by us. Such dealers are located in all of the various States. 

The only certain test of such an individual’s value to us is the amount of mer- 
chandise purchased by him at our wholesale prices. 

Obviously that is governed principally by a dealer’s own financial goal, his 
initiative, aptitude for the business, and his ability to provide regular and de- 
pendable service to his own customers. 

I earnestly recommend for your very serious consideration that no change be 
made in the Fair Labor Standards Act which would repeal the outside-sales-per- 
son exemption because, instead of providing benefits for independent dealers in 
Watkins products, repeal of this exemption will destroy the dealer’s present 
opportunity to enjoy an income from a business of his own in direct proportion 
to his own ambition and his desire for the better things of life. 


2. In favor of a definition of “employee” as proposed in Senate Bill 1437 by 
Senators Capehart and Curtis 

The definition of the term “employee” as contained in this bill follows the 
common-law concept as distinguished from the concept which has been applied 
administratively and in the courts on the theory of “economic dependence” or 
“economic necessity.” This definition will clarify the definition of “employee” as 
presently contained in the wage and hour law, and will make the Fair Labor 
Standards Act consistent with the term “employee” as adopted by Congress in 
the Unemployment Compensation Act and the Social Security Act. 

The relationship between the company and the dealer in Watkins products is 
one of vendor-vendee. It contains none of the elements of employment, and no 
possibility of injecting such elements, no matter how much the company might 
want to do so, or to exercise control over the number of hours a dealer may 
devote to his own independent business. There would be no way of knowing the 
accuracy of time reported by a dealer if he were called upon to furnish such in 
formation, and it would be uneconomic to a disastrous degree to impose on any 
business, elements of control to any extent to which it cannot be exercised. 

Courts have handed down decisions under which self-employed persons, recog- 
nized as such in the Unemployment Compensation Act and the Social Security 
Act, have been classified as employees and subject to wage and hour require 
ments. This yardstick is inconsistent with the common law doctrine established 
under the Unemployment Compensation and. Social Security Acts, and as a result 
we have been left in a state of hopeless confusion because of this conflict. 
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Congress has overwhelmingly indicated its position on many occasions that 
where elements of employment are not present, the employer-employee relation- 
ship should not be imposed. [t is, therefore, inconceivable that Congress in- 
tended that an individual would be an independent contractor under the Unem- 
ployment Compensation and Social Security Acts, but an “employ ee” under the 
wage and hour law. 

The same impelling reasons heretofore set forth with respect to a dealer in 
Watkins products being placed in a perilous position if he loses his self-employed 
status, requires that we go on record for a consistent coverage of these various 
acts, and we urgently recommend approval by the subcommittee of the definition 
of the term “employee” as contained in Senate bill 1437 to make the Fair Labor 
standards Act consistent with other Federal statutes in the social field. 


In opposition to any proposal to change the salary floor in the erecutive and 
administrative eremption under the act 


Any amendment which would raise the salary floor to this class of employee 
would be very undesirable as to both employer and employee, and would have a 
very serious effect on our business because it would directly affect a number 
of junior executives, supervisors, and foremen now exempt under the present 
limitation of $325 a month. 

This class of employee in our company, are, for the most part, young people, 
ambitious to succeed and to obtain promotions. They are compensated for the 
job each is trained to perform, and not necessarily for the number of hours 
worked during any one weekly period. Each is now free to work toward his 
own self-advancement. 

Overtime rules must be applied fairly and impartially as to all covered 
employees, Therefore, regardless of the inclination or ambition of the employee 
who is anxious for self-improvement and advancement, under the law, as well 
as for personnel reasons, the company would be required to clear its offices, 
laboratories, and other work areas after scheduled hours. Although ambitious 
employees may, of their own choice, wish to apply themselves to further educa- 
tion and self-advancement in their work, they would not be permitted to do so. 

if any change is made in the salary floor for this type of employee, obviously 
salary increases would not automatically follow because in our marketing and 
distribution operations the consumer dollar can carry only so much cf the 
overburden of the selling expense, Accordingly we would be forced by economic 
necessity to reorganize our work forces, resulting in a return of many of our 
junior executives, supervisors, and foremen to a time clock status. We have 
found, by discussion with them that they value their freedom and independence 
in their work very highly, and that they would be resentful to the extreme of 
a change which would cause them to lose their exempt status and result in their 
being placed on a time clock. 

Such a reorganization would be stifling to the personal incentive they now 
have. Because our senior executives come from the large group of junior 
executives and administrative employees, the application of punch-clock control 
will represent a loss to these employees by a downgrading in their respective 
jobs, and the loss to this company would be a swift and inevitable lowering of 
morale and efficiency that can only cause friction, and the eventual replacement 
of normally valuable employees. 

For these reasons I respectfully urge and recommend that no change be made 
in the administrative-executive exemption in any manner whatsoever. 

Respectfully submitted. 

NorMAN A. BaArRTH, 
Attorney, the J. R. Watkins Co. 


NATIONAL ASSOCIATION OF HOUSE TO HouSE INSTALLMENT COMPANIES, INC., 


June 1, 1956. 
SUBCOM MITTEE ON LABOR, 
Senate Committee on Labor and Public Welfare, 
The Capitol, Washington, D. C. 

Sirs: This memorandum is submitted by the National Association of House 
to House Installment Companies, Inc., a national trade association composed of 
363 member firms engaged in the business of direct selling from house to house 
on the installment basis. It is estimated that annual sales of this industry ex- 
ceed $1 billion. 





620 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


This association represents a majority of all established house-to-house sellers 
in the industry and its membership accounts for more than one-half of all sales 
made by the house-to-house installment method. It is estimated that its members 
employ more than 12,000 outside salesmen whose average income is in excess of 
$5,000 per year. 

This association is opposed to the enactment of any legislation which would 
eliminate the exemption now granted to outside salesmen under the Fair Labor 
Standards Act. The reasons for the exemption under the original act still exis 
and we know of no valid reason for a change. 

The exemption for outside salesmen was included in the original act because 
the very nature of the job. An outside salesman does not work a prescribed shift 
nor does he have regular hours such as other employees. He is not subject to the 
control of his employer in the performance of his work. His starting time, the 
number of hours he works, and the time when he works are almost complete}; 
within his control and cannot be ascertained by outside sources or objective 
methods. He frequently spends considerable time in traveling to and from his 
customers. Circumstances may require that he see his customers at unusua! 
times of the day or even in the evening. The irregularity of his hours and his 
job renders the position of outside salesmen incompatible with coverage unde: 
the Fair Labor Standards Act. 

The outside salesman who works on a commission basis does not receive an 
hourly wage rate nor are his earnings computed on a daily, weekly, or even 
monthly basis. He is paid directly in proportion to his ability to make sales 
The position does not need the protection afforded by minimum rates. There 
are no outside salesmen in this industry—and perhaps in any other industry in 
the United States—who earn less than the statutory minimum over a yearly 
period. On the contrary, outside salesmen are paid many times the minimum 
prescribed by statute, this notwithstanding that in all industries, there are 
factors which tend to reduce the income of outside salesmen for short periods 
of times. A new employee in a new territory must build up his good will and 
his customer lists and generally earns little during his early weeks of employ- 
ment although he generally progresses to the point where his earnings become 
substantial. Outside salesmen everywhere make this initial sacrifice (if it can 
be so labeled) in the interests of building up a job with great potential earnings 

Seasonal fluctuations also render an outside salesman’s job incompatible with 
the protection of the Fair Labor Standards Act. During the summer months 
when many customers are away on vacation and business pressures ease, earn- 
ings and sales are reduced as they are also in the month following Christmas 
Every industry has its own seasonal fluctuations during which times it is possible 
for outside salesmen whose yearly incomes exceed $5,000 to have their weekly 
or even monthly income drop below the statutory minimum. In many industries 
salesmen spend many weeks taking small sample orders through which they 
later derive substantial compensation when large reorders are placed. 

In addition, weather frequently produces earning fluctuations. In New Engian( 
a snowbound salesman may not be able to travel extensively for weeks at a time 
and during a severe winter, weeks and even months might go by during which 4 
salesman might not even earn his basic money. These low incomes would, of 
course, be made up in the weeks and months that follow. 

The job pattern thus presented is one that is incompatible with the Fair Labor 
Standards Act. Indeed, removal of the outside salesmen exemption would create 
immense administrative problems and would serve to extend the coverage of the 
act to a group that does not need this protection. 

On behalf of the National Association of House to House Installment Com- 
panies, the undersigned urges that the present exemption of outside salesmen 
from the Fair Labor Standards Act be continued. 

Respectfully submitted. 


Epwakrp L. Sarp, Executive Director 


STATEMENT OF JOHN H. Topp (ITs EX&cuTIveE VICE PRESIDENT AND GENERAI 


COUNSEL) ON BEHALF OF NATIONAL COTTON COMPRESS AND COTTON WAREHOUSE 
ASSOCIATION, MEMPHIs, TENN. 


The bills before your committee, notably, the Lehman bill (S. 662) and the Mur- 
ray bill (S. 770), would extend the coverage of the Fair Labor Standards Act to 
and perhaps beyond the extreme limits of the constitutional power of Congress 
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They propose to extend coverage of the act to all employees in, about or in connec- 
tion with any enterprise wherein their employer is engaged in any activity affect- 
ing interstate commerce. 

The definitions of the “production” of goods for commerce, and of “any activity 
affecting commerce,” are so broad as to extend the coverage of the act to its 
iitimate conceivable limits, even under the ultralibera!l construction now placed 
by the Supreme Court on the commerce clause of our Constitution. 

Under the liberal construction certain to be applied to the proposed amend- 
ments by the Supreme Court, even locally owned corner groceries and locally 
owned, local-service, laundries would be covered, in the absence of specific 
exemption. 

The Lehman bill would impose the overtime premium on al! hours worked in 
excess of 8 hours per day. The Murray bill would shorten the permissible work- 
week at straight time wages from 40 hours to 35 hours. 

S. 662 would repeal specific provisions for the “Belo employment contracts” 
under which employer and employee can now agree upon a stable minimum 
amount of regular weekly compensation where hours of work necessarily fluctuate 
because of conditions beyond the control of either. 

S. 662 would extend the statute of limitation from 2 years to 6 years. 

Both 8S. 662 and 8S. 770 would restrict the application of the wage and over- 
time exemption for workers on farms to those farms hiring fewer than 3, or 
fewer than 6, full-time workers. 

Both bills would also extend coverage of the act by changing the definition of 
“produced” by eliminating the phrase “closely related and directly essential” to 
the production of goods for commerce to read simply “necessary” to the produc- 
tion of (or work on) goods for commerce. In this connection the word “neces- 
sary” has been construed by the courts as meaning hardly more than “incidental.” 

We oppose all of these proposals as inimical to the general welfare of our 
Nation and its economy. We especially oppose and request the committee to dis- 
approve the following proposals: (a) Restriction of the section 13 (a) (6) ex- 
emption for agricultural labor; (b) repeal of the partial overtime exemption for 
persons employed in seasonal industries provided in section 7 (b) (3); (c) repeal 
of the partial and total overtime exemptions provided in section 7 (c) for certain 
processes on agricultural and horticultural commodities; and most especially (da) 
repeal of the exemption from minimum wage and overtime provided in section 
13 (a) (10) for persons employed within the area of production engaged in han- 
dling, packing, storing, ginning, compressing, pasteurizing, drying, preparing in 
their raw or natural state, or canning of agricultural or horticultural commodities 
for market, or in making cheese or butter or other dairy products. 

For the purposes of this 13 (a) (10) exemption for certain operations on 
farm and orchard products, and also for the purposes of one of the exemptions 
contained in section 7 (c), the act authorizes the Administrator of the Wage 
and Hour Division, United States Department of Labor, to define “the area of 
production” of agricultural and horticultural commodities. This authority was 
transferred from the Administrator to the Secretary of Labor by Reorganiza- 
tion Plan No. 6 of 1950, and was later administratively redelegated by the 
Secretary to the Administrator. 

None of the administrators of the Wage and Hour Division has been sym- 
pathetic to such exemptions. Almost since the effective date of the act, the 
respective administrators and the Labor Department have complained to the 
Congress of this and other exemptions, and asked for their repeal; or, in the 
alternative, have asked for broad plenary powers of administratively deter- 
mining who shall and who shall not be exempt. They have undertaken to leave 
the impression that this particular exemption (sec. 13 (a) (10)) and a proper 
definition of “the area of production” of farm and orchard products are im- 
practical, if not impossible, of administration. 

To anyone who has followed the matter closely, these contentions are sheer 
sophistry. The exemption has never been given a fair trial. No real effort has 
ever been made to formulate a definition of the area of production of any farm 
or orchard product which is realistic and reasonable, and which would carry 
out the intention of Congress. 

The area of production has been variously defined by the respective adminis- 
trators in terms of the number of persons employed in the plant where the 
hamed operations are conducted, in terms of the population of the town where 
such plant is located, in terms of the populations of points from which farm 
and orchard products are transported to such plants, and in terms of the dis- 
tances which such commodities move to reach the plants where such opera- 
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tions are conducted. No effort has ever been made to outline the geograp} 
areas characterized by agricultural or horticultural production of the various 
respective commodities—although this is plainly what Congress expected and 
intended. 

All of such definitions have been condemned at various times by various 
courts. Twice the matter has reached and been considered by the United States 
Supreme Court. On June 6, 1944, in the case of Addision v. Holly Hill Fruit 
Products the United States Supreme Court condemned the then current def 
nition which provided that, to be within the area of production of the com 
modity on which its operations are conducted, any given plant must receive a 
of such commodity from within the general vicinity of such plant, and, in addi 
tion, must not employ more than seven persons in conducting that operation 
That definition was quite properly held by the Court to be invalid and void. 

A new definition was not promulgated until 21%, years later, December 25 
1946, at which time the now current definition was issued. The current defi 
nition provides, in substance, that, to be within the area of production of th 
commodity on which its operations are conducted, a plant must not be located 
within a town of 2,500 or greater population, or within 1 to 3 miles of the cor- 
porate limits of towns having populations ranging from 2,500 to 500,000 or more 
people. In addition, not more than 5 percent of the commodity received during 
the last preceding month in which operations were conducted may have bee! 
received either from points having populations of 2,500 or more, or from points 
more than specified airline distances from the plant. In the case of a cottor 
gin, that distance is 10 airline miles. In the case of fresh fruits and vegetables, 
it is 15 miles. In the case of cotton moving to a noncompress storage ware- 
house, and in the case of all other commodities not specifically named in the 
definition, it is 20 airline miles. For cotton moving to a compress-warehouse 
plant, and for tobacco, grain, soybeans, poultry and eggs, the distance is 50 
airline miles. 

Although virtually all farm and orchard products are annual crops, this defini- 
tion may not be applied so that for any given crop year any given establishment is 
either within or without the area of production. On the contrary, it must be 
applied anew to each successive calendar month in which operations are conduct- 
ed, in order to determine whether the establishment (during the following cal- 
endar month) is or is not “within the area of production.” Thus it is not only 
possible, but in fact it frequently occurs, that a given establishment is “within 
the area of production” (as defined) during one calendar month, outside the area 
of production during the following month, “within the area of production” during 
the third month, etc., ete. 

Despite these absured results, and although the definition has been condemned 
by a number of trial courts and in at least three decisions of United States circuit 
courts of appeal—this definition has very recently been approved as valid by the 
United States Supreme Court. In its decision in the case of Mitchell v. Budd, 
rendered March 26, 1956, the United States Supreme Court held that the above- 
described definition is a valid exercise by the Administrator of the power granted 
him by Congress. 

In order to reach that result, the Court necessarily had to abandon the basis of 
its 1944 decision in the Addison v. Holly Hill case, in which it had said that the 
Administrator had no power, after prescribing a geographical area, to discrimin- 
ate between one plant and another within that particular area. 

The Supreme Court’s decision in the Mitchell v. Budd case is of the same basic 
pattern as its decision holding (contrary to a specific act of Congress) that the 
sale of natural gas a the well-head is subject to regulation by the Federal Govern- 
ment. 

Similarly, the proposals of S. 662 and S. 770, generally, are of the same basic 
pattern as the decisions of the Supreme Court holding that the States have no 
right or power to enact and enforce statutes (a) providing for the punishment 
of sedition, or, (b>) making ineligible for future employment by the State incum- 
bent State employees who refuse to give testimony on the ground that such 
testimony might tend to incriminate them. These proposals constitute another 
proposed extension of Federal encroachment upon the powers reserved to the 
States and to the people by the 10th amendment of the Constitution of the United 
States. 

There is no reason to anticipate that the Supreme Court would condemn such 
further extension of asserted power by the Federal Government. On the contrary 
its recent decisions indicate a willingness on the part of the Court to go further 
than Congress in extending and confirming the extension of power by the Federal 
Government at the expense of the powers of the individual States. 
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It can hardly be denied, and cannot be successfully reputed, that the first prac 
tical essential of the socialization and eventual communization of the United 
States is destruction of the sovereignty of the individual States, and the concen- 
tration of power in the central government. We implore this committee, the 
Senate and the United States Congress, to stoutly resist and refuse such further 
extension of Federal regulation as is here proposed. 

Returning to consideration of the specific proposed amendments :- 

The proposed restriction of the section 13 (a) (6) exemption of farm labor, 

the proposed repeal of the partial seasonal exemption from overtime of section 
7 (b) (3), the proposed repeal of the partial and total overtime exemptions of 
section T (c) as applied to the processing of farm and orchard products, and the 
proposed repeal of the total exemption from minimum wage and overtime pro- 
ided in section 13 (a) (10) for the operations necessary to the preservation and 
marketing of farm and orchard products, would, individually and in the aggre- 
gate, strike tremendous blows, both directly and indirectly, at the American 
farmer and orchardist at a time when he is already suffering from an unprecedent- 
ed cost-price squeeze and (ironically) when all other segments of the national 
economy are booming. 

Here are some of the revealing statistics published by the Departments of 
Agriculture and Commerce : 

Secretary of Agriculture Benson, speaking January 16, 1956 to the National 
Council of Farmer Cooperatives in Los Angeles (USDA release 137-56, sheet 5) 
stated that “about 1.5 million farm families in this Nation have incomes of less 
than $1,000.” Secretary Benson’s statement dramatizes the general farm situa- 
tion as reflected by the following facts: 

Production expenses of United States farm operators for 1953 had increased 
) percent from 1946 and 259.4 percent from 1939 (USDA Agricultural Statistics, 
1954, p. 487, table 671). 

In total dollars the realized net income of farm operations for 1953 had fallen 
9S percent since 1946; and net income of persons on farms 9.3 percent. During 
the same period national disposable personal income increased by 57.1 percent 
(USDA Agricultural Statistics 1954, p. 429, table 604). 

In 1954 the realized net income from farming dropped further to 21.2 percent 
under 1946 (USDA Agricultural Marketing Service Farm Income Situation, 
October 1955, table 1). By way of contrast, national disposable personal income 
for 1954 had risen 60 percent from 1946 (U. S. Department of Commerce, Office 
of Business Economics, Survey of Current Business, July 1955, pp. 10-11). 

A reduction in farm population is the obvious cause for a slight increase in 
average net income per capita for the farm worker and for the farm popula- 
tion from agriculture. Nevertheless, a similar, though less extensive, disparity 
persists between the income of the farm worker and the factory worker, and 
between the farm population and the nonfarm population. The average net 
income per capita of the farm population from agriculture for 1954 was up 3.5 
percent from 1946, whereas the average net ineome per capita for the nonfarm 
population from nonfarm sources was up 42.8 percent from 1946. Similarly the 
annual income per farm worker in 1954 was up 3.4 percent from 1946; whereas 
the annual income per factory worker in 1954 was up 64 percent from 1946. 
(USDA Agricultural Marketing Service, Farm Income Situation, (ctober 1955, 
tables 7 and 8.) 

Farm mortgage debt has increased more than 70 percent since 1946. (USDA 
Agricultural Research Service, Neg. 55 (6) 170). 

Compared with the averages for calendar 1950, prices paid by farmers in March, 
1956 were up 11 percent; whereas prices received by farmers were down 9.5 per- 
cent (Statistical Abstract of the United States, Bureau of the Census, 1955, p. 
643, table 781; Agricultural Situation, USDA, Agricultural Marketing Service, 
April 1956, vol. 40, No. 4, p. 15.) 

The farmer’s share of the retail price of food in February 1956 was 39 percent, 
a decline of 25 percent from the average of 1946. (USDA Agricultural Statistics 
1954) p. 466, table 655; USDA Agricultural Marketing Service Agricultural Sit- 
uation, April 1956, vol. 40, No. 4, p. 16.) 

Farmers’ costs of marketing food crops in 1955 were up 4 percent from 1954 
and up 21 percent from the average of 1947-49, whereas farmers’ receipts for food 
crops were 3 percent down from 1954 and 16 percent down from the average 
of 1947-49." 

This does not mean that food marketing agencies are reaping additional profits. 
It indicates increases in food marketing costs. For example, the hourly earning 
rates of wages and salaries in food marketing for 1954 were 51 percent above the 
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average for 1947-49; though by increased productivity, total labor costs were 
held at 39 percent above the average for 1947—49. Wages in food marketing for 
September 1955 were 44 percent above the average for 1947-49. Current rail 
freight rates on major agricultural commodities are 24 percent above the aver- 
age for 1947-49." 

Actually food processors’ profits after income taxes amounted to 1.8 percent of 
sales for 1954; down 21.7 percent from 1947-49. Food wholesalers’ profits after 
income taxes for 1954 were 1.0 percent of sales; down 41.2 percent from 1947- 
49. Chain retail food store profits after income taxes for 1954 were 1.0 percent 
of sales ; down 28.6 percent from 1947-49.’ 

We ask that the present 2-year statute of limitation be left unchanged. We 
ask that no change be made in the present provisions of the act relating to basic 
coverage. We ask that none of the existing exemptions be restricted or repealed. 

We ask that the act be amended as follows: 

(a) That section 3 be amended by adding at the end thereof a new subsection 
(p), as follows: 

“(p) “The area of production’ of any agricultural or horticultural commodity, 
including livestock and poultry, includes all of each county in which such com- 
modity is produced in commercial quantity. 

(b) That section 7 (c) be amended by adding at the end thereof the following 
new sentence: 

“For the purpose of this subsection (c) the term ‘first processing’ shall include 
all operations prior to, including, and through the completion of such first proc- 
essing, whether performed at the same time or at different times, in one or more 
places, or by one or more employers.” 

(c) That subsection (a) of section 13 be amended by striking out paragraph 
(10) and inserting in lieu thereof the following new paragraph (10): 

(10) The employees of an employer who is engaged within the area of pro- 
duction in the preparation for market or handling of any agricultural or horti- 
cultural commodity, including but not limited to the handling, packing, storing, 
cleaning, dressing, eviscerating, extracting, grading, ginning, compressing, pas- 
teurizing, drying, canning, cooling, or freezing of any such commodity, or in the 
making of cheese, butter, dairy or similar products; or” 


THE GRAIN & FEED DEALERS NATIONAL ASSOCIATION, 
Wahsington, D. C., May 28, 1956. 
SENATE SUBCOMMITTEE ON LABOR, 
Senate Office Building, Washington, D.C. 

GENTLEMEN : Under instructions from the executive committee of this national 
association, we enclose copy of a statement concerning amendment of the Fair 
Labor Standards Act of 1938, as amended. 

Telephone conversation with your committee staff a week ago indicated that 
this could be filed this late. It was desirable that we have approval from our 
committee before submitting it. 

Sincerely yours, 
R. B. Bownben, 
Executive Vice President. 


STATEMENT 


To: The Senate Subcommittee on Labor. 
From : The Grain & Feed Dealers National Association. 
Re: Proposals to amend the Fair Labor Standards Act of 1938. 


Identification.—The Grain & Feed Dealers National Association is a nation- 
wide, voluntary trade association of the grain and feed trade. Organized in 
1896, its membership now includes about 1,000 member firms, and 54 affiliated 
State and regional grain and feed trade associations, with estimated member- 
ship of about 12,000. 

Authorization.—This statement is specifically authorized by the executive com- 
mittee of this national association, and conforms to resolutions adopted by the 


on vena Agricultural Marketing Service, Agricultural Situation, December 1955, vol. 39, 
No. 12, p. 9. 
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This statement is being referred to affiliated 
associations, but it is not represented as being approved by such associations. 


COUNTRY GRAIN WAREHOUSES 


Vew definition proposed 

Because we maintain that the present definition issued by the Administrator 
1s required in section 13 (a) (10) is unrealistic, discriminatory, and not respon- 
sive to the Clear meaning of language in the act, we propose that the Congress it- 
self define the “area of production” reparately for the different activities listed 
u the section. We propose that the definition that applies to employees of coun- 
try grain warehouses should have a general meaning as follows: 


any individual employed in an establishment whose principal business is the 
receiving, handling, storing, cleaning, drying, and preparation for processing or 
sale, of grain received from producers in wagon or truck lots.” 


This would restrict the exemption to employees of those primary assembly 
stations where grain is received direct from farms. But it avoids the discrimi- 
natory and illogical restrictions involved in the present tests as to size of town 
where located, airline miles of extent of the area, and nearness to urban com- 
munities all of which, we maintain, are restrictions which negate the common 
inderstanding of English words used in the phrase “area of production.” This 
proposed definition is offered because of our obvious objections to the Adminis- 
trator’s present definition. 

“Size of town” where an establishment is located cannot, we insist, be an inter- 
pretation of an “area.” It raises a question of unfair and unwarranted dis- 
crimination between country grain warehouses which, in fact, may be only across 
the road from each other. 

“Airline miles” of distance within which commodities may be received from 
producers is a fictional factor which does not pretend to describe an area of “pro- 
duction.” It sets up a technical test which cannot be exactly interpreted nor 
tairly enforced. It probably is not even within the competence of a surveyor to 
determine accurately the airline miles from farm to grain warehouse, yet an 
arbitrary decision by a wage-hour examiner could put the burden of proof on the 
warehouseman and make him seek a defense which is as impossible as it is 
ridiculous. 

The amended definition which we propose for employees of country grain ware- 
houses would avoid these confused and arbitrary factors of definition, but would 
not change the present situation as to the general exemptions available to such 
employees, nor would it tend to lower the specific or average wages paid to coun- 
'ry grain warehouse employees. 


Extension of coverage opposed 


Although we have proposed a redefinition of the “area of production” as ap- 
plying to country grain warehouse employees, we realize that you are now faced 
with opposite proposals, proposals to narrow or erase these exemptions. We op- 
pose any weakening of the exemption available under section 13 (a) (10), for 
these reasons: 

1. Increased cost of labor, in a country grain warehouse where labor is about 
6) percent of the total cost of operation, would be an increase that almost surely 
would be passed back to the farmer. The country warehouseman obviously can- 
not pass increased costs on to markets, processors, and consumers who buy grain 
on an auction basis. Increased operating costs must be reflected in increased 
charges against farmer-producers. 

2. Increased costs cannot be absorbed in the net income of the average coun- 
try grain warehouseman, The warehouseman expects the major share of his 
annual income from the purchase of grain from producers in small lots, and the 
Sale to markets in carlots. 

During many recent years the Commodity Credit Corporation (the CCC) has 
taken over huge quantities of grain in country positions. In 1954 they took over 
‘2 percent of the wheat crop of the State of Washington, more than half the 
wheat crop in various States in the Great Plains area. In that program the CCC 
has materially reduced the normal source of the country warehouseman’s in- 
come, It has increased the warehouseman’s potential income from storage, but 
this is more theory than fact, because the storage has historically played only a 
minor part of country warehouse operation since few have enough storage ca- 
pacity to earn income from that source alone. 
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CCC sets the rates for storage and handling of its stocks and it has bee 
abundantly demonstrated that these rates have not kept pace with mounting 
costs of grain warehouse operation. Therefore, the normal expected income o 
the country warehouseman has been steadily reduced, to the point that many o 
them are going out of business. The number of country grain warehouses signe 
up under the CCC storage agreement has been lessening steadily, and the tota! 
number of licensed country grain warehouses in the principal grain surplus 
States has dropped sharply in the past 10 years. Country grain warehouseme 
insist that they cannot absorb further cost increases and remain in business 
that they must pass future cost increases on to others, which means pass then 
on to the farmers themselves. 

3. Country grain warehouse labor is competitive with farm labor. Employees 
in country grain warehouses are recruited almost invariably from farms of the 
surrounding area, because it is necessary for the warehouse employee to have 
farm knowledge of grain. This type of warehouse labor is freely interchangeable 
with farms, many employees working part time on farms, part time in ware 
houses. Any increase in warehouse wage levels will surely be reflected in the 
rate for farm labor. 

4. Maximum hour exemption is necessary in the country grain warehouse, be 
cause farmers face seasonal demands in their patronage of the warehouses; sea 
sonal pressure at harvest time or at the CCC takeover time. To move their grain 
from the farms to these primary assembly points, farmers work long hours with 
modern machinery, so that grain goes to the country warehouse in a veritable 
flood. There are other seasons when the warehouse employee faces slack periods 

5. Country grain warehouse employees commonly are employed on a monthly 
or annual basis. There may be little work to do during slack seasons, but they 
earn their regular pay. If there is an extension of coverage which increases total! 
labor cost, one of the first efforts of the employer will be to recapture net 
income by putting employees on a strict hourly basis, the employee to be laid 
off during slack periods. In our experience, insofar as country grain ware- 
houses are concerned, any weakening of the “area of production” exemption 
would oppose the best interests of the employees themselves. 

6. Country grain elevators are commonly divided as to type into cooperatives, 
independents, and “line” houses. A “line” is where two or more grain ware- 
houses are owned and operated by the same firm. The three types are about 
equal in number in the United States. Any attempt to extend coverage to “line” 
houses alone would be so discriminatory as to question the essential honesty 
of the proposal. Some of the so-called lines are owned and operated by farmers 
themselves, and they have no natural advantage that calis for commercial 
penalty from the Congress. 


RETAIL FEED STORES, AND SMALL FEED-MIXING PLANTS 


The present regulations and interpretations of the Administrator as to em- 
ployees of retail feed establishments which may mix some of the feed which 
they sell, are arbitrary and unrealistic. 

Congress has said (sec. 13-a-4) that the retail exemption shall apply even 
though the establishment manufactures some of the goods it sells. As to small 
feed-mixing plants connected with retail feedstores, the Administrator has 
interpreted this to mean that the exemption can be claimed only where more 
than half the feed sold at retail is not manufactured in the establishment, or 
where less than 2,000 tons annually are manufactured. Yet this arbitrary figure 
of 2,000 tons.is less than the capacity of the smallest feed-mixing machine 
available to the industry. 

We believe that this section 13 (a) (4) was adopted by the Congress when 
it became obvious that the Administrator had failed to observe the clear intent 
of Congress in its previous legislation as to the retail exemptions. Now, in our 
opinion, this newest interpretation by the Administrator again corrupts the 
intent of the Congress. 

We understand that the Congress may believe that it could not express more 
clearly than it now has, the intent inherent in this section. We have tried to 
convince the Administrator that he has been unrealistic in his interpretation. 
We now suggest that the Congress again instruct the Administrator as to 
its exact intention as to the language used in this section. 


Ertension of coverage opposed 


There are proposals before the Congress to cancel or narrow the exemptions 
available to the retail trade, when in our opinion they should be less narrowly 
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nterpreted than they are now. We oppose any such extension of the coverage, 
for these reasons: 

1. Increase of costs for retail feed dealers, and where the retail establishment 
manufactures some of the feed it sells at retail, cannot be passed on to anyone 
except the farmer-feeder himself, and at a time when farmers are suffering a 
price squeeze. Increased costs must be passed on to the feeder, or be absorbed 
ny the retailer himself. 

» Retail feed establishments face the same economic pressures faced by 
farmers. Government supports the prices of grains that make up our prepared 
feeds, but does not support the price of finished livestock and poultry. Thus 
the feeder is in a squeeze and may attempt to avoid using prepared feeds by using 

iakeshift feeds available on the farm, or just use less desirable feed. For many 

months the farmer-feeders have suffered an unfavorable price ratio in feeding, 
and for the same months the feed distributors have faced a slump in business 
ind an increase in accounts receivable on their books. It is probable that this 
ondition will continue for some time, as long as feeders are in this price-ratio 
squeeze. The feed retail establishment will not be in a position to absorb 
further costs. 

3. In a retail feed establishment one of the strongest objections to expanded 
coverage and loss of exemptions would be the overtime pay, since farmer-feeders 
work long hours and expect long-hours service from feed dealers. Also, to put 
retail feedstore employees on overtime pay, while farm labor is not, would be a 
discrimination within the same labor supply. 

4. We are obviously in a period of continued and expanding inflation, when 
the political pressure is to adjust individual and group incomes upward. While 
this is increasingly a penalty against persons of fixed income, it is questionable 
whether other persons or groups profit when overall inflation balances any of 
their short-time gains. We point out that increased inflation of the sort inferred 
in a proposal to extend coverage of this act, will be of immediate harm to 
farmers and farmer-feeders. 


EXHIBIT 


Names of grain and feed trade associations, State and regional, which are 
affliated with the Grain & Feed Dealers National Association : 


American Dehydrators Association 

Arizona Seed & Grain Association 

Arkansas Grain & Feed Dealers Association 
California Hay, Grain, & Feed Dealers Association 
California Warehouseman’s Association 

Central Retail Feed Association ( Wisconsin) 

Colorado Grain, Milling & Feed Dealers Association 
Distillers Feed Research Council 

Duluth Grain Commission Merchants Association 
Eastern Federation of Feed Merchants 

Farmers Elevator Association of Minnesota 

Farmers Elevator Association of South Dakota 
Federation of Cash Grain Commission Merchants Associations 
Florida Feed Dealers Association 

Georgia Feed Association 

Grain Elevator & Processing Superintendents Association 
Illinois Feed Association 

Illinois Feed Dealers & Mixers Association 

Illinois Grain Dealers Association 

Indiana Grain & Feed Dealers Association 

Kansas Grain & Feed Dealers Association 

Kentucky Grain & Feed Association 

Michigan Bean Shippers Association 

Michigan Feed & Grain Association 

Midwest Feed Manufacturers Association 

Minneapolis Grain Commission Merchants Association 
Missouri Grain, Feed & Seed Association 

Montana Feed Manufacturers & Dealers Association 
Mutual Millers & Feed Dealers Association (New York) 
Nebraska Grain & Feed Dealers Association 

New Mexico Grain & Feed Dealers Association 

North Carolina Grain Dealers Association 

Northwest Country Elevator Association 

Northwest Feed Manufacturers Association 
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Northwest Retail Feed Association (Minnesota) 
Northwest Pennsylvania Feed Dealers Association 
Ohio Grain & Feed Dealers Association 

Oklahoma Grain & Feed Dealers Association 

Omaha Cash Grain Commission Merchants Association 
Ontario (Canada) Retail Feed Dealers Association 
Oregon Feed & Seed Dealers Association 

Pacific Northwest Grain Dealers Association 

Pacific Northwest Pea Growers Association 

Panhandle (Texas) Grain & Feed Dealers Association 
Pennsylvania Millers & Feed Dealers Association 
Sioux City (Iowa) Grain, Feed & Seed Association 
Southeastern Pennsylvania Feed Merchants Association 
Texas Feed Manufacturers Association 

Texas Grain & Feed Dealers Association 

Utah Feed Manufacturers & Dealers Association 
Virginia State Feed Association 

Washington State Feed Association 

Western Grain & Feed Association (Iowa) 

Wyoming Grain, Feed & Seed Dealers Association 


CornoRADO RETAILERS ASSOCIATION, 
Denver, Colo., May 11, 1956. 
Hon. Gorpon L. ALLorr, 
Senate Office Building, Washington, D. C. 

Dear SENATOR AtLoTT: Our information in Colorado is that George Meany, 
president of AFL-CIO, and other organized labor witnesses presented a grossly 
unfair picture of wage and working conditions in retail stores when testifying 
before the Senate Labor Subcommittee on the proposal to extend coverage of the 
Federal wage-hour law to employees of retail stores and the service trades; also 
that their statements went unquestioned by any member of the committee. 

This report comes as quite a surprise to us. Whether or not the report is 
wholly factual we sincerely hope that as a member of the Senate Committee on 
Labor and Public Welfare you will see that the situation of retailing is properly 
presented to the committee. ‘ 

The possibility of the subcommittee reporting a bill extending coverage t 
retail establishments operating more than 4 stores or having an annual sales 
volume of $500,000 or more is quite disturbing. Such a change in the law would 
simply represent an attempt to divide and conquer, with the smaller type of 
retailer slated to be brought under the act through subsequent amendments. 

There are many reasons why retailing or any part of it should not be mad 
subject to the provisions of the so-called Fair Labor Standards Act. Retailing. 
regardless of size, is local in character. Operations of a store are essentiall) 
local whether individually owned or a part of a chain. Each outlet is a loca! 
retail establishment in itself, serving its own trading area. It does not compete 
directly with stores in other states or even in other cities. A retail store com- 
petes only with stores in the same town and often only with stores in the same 
part of town. Retailing offers helpful employment for untrained and part-time 
workers, including college and high school students, housewives, and others who 
find it desirable to add to the family income. The opportunity for such employ- 
ment would be seriously curtailed if retail stores or any group of them were 
brought under the Federal wage-hour law. 

A recent survey by the State industrial commission in connection with hearings 
on the question of minimum wages for women and minor employees in retai! 
stores in Colorado showed a very healthy wage situation and one which, when 
all conditions are considered, retail employers can fully justify. 

With kindest personal regards, I am, 

Cordially yours, 
Gro. A. FLANNIGAN, Manager. 


STATEMENT OF HAROLD ANGIER, CALIFORNIA GRAPE AND TREE FRUIT LEAGUE 


I am the general manager of the California Grape and Tree Fruit League wit! 
offices at 717 Market Street in San Francisco, Calif. The California Grape an 
Tree Fruit League is a nonprofit industry service organization whose grower 
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and shipper members produce, harvest, pack, and ship, approximately 5o per 
ent of all the California fresh deciduous tree fruits, berries, and grapes shipped 
+> market in interstate and foreign commerce. 

The average annual volume of California fresh deciduous tree fruits, berries, 

grapes moved in interstate and foreign commerce is over 750,000 tons, dS» 
percent of which is marketed in the territory east of the Mississippi River 

At the present time this important California industry ts faced with what is 
ommonly called the cost-price squeeze. The high cost of labor, material and 
transportation is responsible. Consumers are resisting the prices being asked 
for fresh fruit with the result that the volume sold is declining due to a shift 
in consumer purchases to competitive items. 

Fresh fruit is a highly perishable commodity. It must be shipped to market 
when it is ready and sold for whatever price it will bring. A large proportion 
of the fresh fruit moved to market in interstate commerce is handled on con 
signment for the grower’s account. Under these circumstances all of the 
charges for packing, loading, cooling, transportation and selling, are deducted 
from the grower’s account sale. This means that the grower is the one who is 
directly affected by increased costs even though such costs are paid by a com- 
mercial packer and shipper or by a cooperative association. 

Commercial packers and shippers and cooperative associations are subject 
to compliance with the minimum wage unless they qualify under the “area of 
production” exemption. We believe that Congress in its wisdom intended to pro- 
tect the grower’s position by providing the “area of production” exemption, but the 
parenthetical phrase (as defined by the Administrator) has resulted in a defini- 
tion of “area of production” which is most unsatisfactory to the fresh fruit 
industry and agriculture in general. 

The solution is to amend the act with a sensible definition of the “area of 
production.” The present definition promulgated by the Administrator is most 
unsatisfactory and has created severe hardships and discrimination. There are 
many country towns in California located in fruit producing areas with popula- 
tions over 2,500 and some over 50,000. For the Administrator to establish a rule 
that a fresh fruit packing establishment located in a town of 2,500 population 
is subject to the minimum wage and another performing the same services for 
the growers in the same producing area located over one airline mile from that 
town is discriminatory and without sound reason. 

We urgently request full consideration of an amendment which would change 

section 13 (a) 10 by striking out, after the words, “area of production,” the 
parenthetical phrase “(as defined by the Administrator)” and adding to this 
section a practical and reasonable definition of the “area of production.”: We 
support the definition proposed by the United Fresh Fruit & Vegetable Associa- 
tion after consultation with various commodity and agricultural representatives. 
This definition is as follows: 
“Area of production” means, with respect to livestock, poultry, or any agricul- 
tural or horticultural commodity, the area or areas (the geographical boundaries 
of which shall be expressed in terms of counties or States, or counties and 
States) which may be ascertained and designated by the Secretary of Labor, 
in which such agricultural product is produced in commercial quantities: and 
such contiguous counties in the same or adjoining States, if it is customary 
for the product to move from the county in which it is produced to an establish- 
ment located in any such contiguous county for the performance of any of the 
operations in section 13 (a) 10. 

In. the absence of a reasonable and workable definition of the “area of pro- 
duction” the only relief afforded the fresh fruit and vegetable packing industry 
{a seasonal industry) is the 14-week partial exemption 7 (b) (3) and the 14- 
cee ee 7 (c) from payment of overtime. We believe that when 
~ my Pa her ; nag smemereae it was intended that they be interpreted 
ae s stra or na ogical and reasonable manner so that employers who 
wer reed to work their employees over 8 hours per day in order to avoid 
spoilage of highly perishable fresh fruits and vegetables would not be penalized 
a beyond their control. This industry cannot afford the facilities or 
f e personnel to handle peak season volume without working more than 
an 8-hour day. 

The Administrator now interprets the 7 (c) exemption to apply literally to the 
te of packing and operations directly incident thereto to the extent that i 
iandling of a few packages packed at another location precludes taking the 
‘ (€) exemption during the work week. — 
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From a practical operating standpoint this interpretation is utterly ridiculous 
and is causing extreme hardship. In many instances fruit packed at other loca- 
tions (at times on the grower’s farm) can not be received, cooled and loade 
without causing the packer and shipper to lose his 7 (c) exemption from over. 
time in the entire establishment for the workweek. 

We respectfully urge that the 7 (c) and 7 (b) (3) exemptions in the act be re. 
tained and that a definition of the 7 (c) exemption be added which will preclude 
the Administrator from preventing its use by unreasonable and unworkable inter- 
pretation. 

Another problem confronting this industry is the refusal to provide a reason. 
able basis for employment of beginner or “learner” fresh fruit packers where 
the packing operation is in subject employment. This industry concurs in the 
statement of Ernest Falk of the Northwest Horticultural Council on this subject 
and seriously urges that the act be amended to provide a method whereby bezin- 
ners or learners can be employed in packing fresh fruits at a sub-minimum wage 

Elimination of the agricultural exemption section 13 (a) (6) would wreck this 
important California industry. Farming and fruit growing is not adaptable to 
the 8-hour day and 40-hour week. Agricultural production is a living thing which 
can not be shut off and on like a factory. Work in the orchards and vineyards 
must be done on schedule and in season. Mother Nature cannot be controlled. 

Living conditions for farmworkers in California are excellent and wage rates 
are as good as, or better than, in any other place in the country. Although con- 
ditions of employment are extremely favorable for farmworkers in California, 
there is a shortage of workers during the peak harvest season. 

This industry supports the agricultural exemption and is opposed to any modi- 
fication of it. 


STATEMENT OF Ropert E. LEE HALL, GENERAL COUNSEL, NATIONAL COAL 
ASSOCIATION 


Mr. Chairman, this statement is submitted on behalf of the National Coal Asso- 
ciation, which is the trade organization of bituminous coal mine owners and 
operators. The production of the members of the association amounts to more 
than two-thirds of all the commercial production of bituminous coal in the 
United States. 

The coal industry endorses the principles of S. 1437 and urges the enactment 
of this proposed legislation. This bill would amend the Fair Labor Standards Act 
to provide that the term “employee” does not include an individual who is not an 
employee under the usual common-law rules applicable in determining the em- 
ployer-employee relationship. This definition of the term “employee” is already 
contained in the National Labor Relations Act and the Social Security Act. 

At the present time it is virtually impossible to ascertain, with any degree 
of certainty, whether certain independent contractors will be determined to be 
employees within the meaning of the Fair Labor Standards Act. Even the Labor 
Department itself is unable to furnish criteria with any substantial degree of cer- 
tainty or clarity. This causes confusion which can and should be avoided. The 
confusion is confounded by the difference in definition between the Fair Labor 
Standards Act and other labor legislation. 

Frequently the owner of coal reserves will contract with an independent con- 
tracting firm, such as a road-building organization which owns heavy earth-mov- 
ing equipment, for the extraction of the coal deposit. Under these circumstances, 
the independent contractor then hires employees and proceeds with the work. 
Under the present state of the wage-hour law it is often impossible to ascertain 
whether the employees of the independent contractor are in turn the employees of 
the owner of the coal deposits. 

Again, it is not unusual in the coal-mining industry for the mine operator to 
engage trucking firms to transport the coal either to the coal tipple or from tipple 
to a railhead. Here, again, S. 1437 would enable the mine operator to determine 
whether the owner-drivers are their employees for the purposes of the Fair Labor 
Standards Act. 

The “total situation” test which presently prevails under the Fair Labor Stand- 
ards Act is so vague that it contravenes the historic principle that we should have 
a government of law, not of men. 
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AMENDING THE FAIR LABOR STANDARDS ACT 


LAW OFFICES 
KING, NosLe & SonosKy 


WasuHineton, D.C 


Pact H. DOUGLAs, 


Chairman, Subcommittee on Labor 
Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D. C. 
DeaR Mr. CHAIRMAN: The National Retail Tea & Coffee Merchants Associa 
n last year filed a statement with the subcommittee in support of the retention 
f section 13 (a) (1) of the Fair Labor Standards Act which, among other things 


exempts outside salesmen from the minimum-wage and maximum-hour prov 


sions of the act. The association’s statement appears on page 1228 of part Il 
if the transcript of the hearings before the subcommittee. The reasons for the 
issociation’s position are as valid today as they were last year 

In order to conserve the time of the subcommittee the National Retail Tea & 
Coffee Merchants Association requests that the statement filed last year be in 
corporated in the present hearings by reference. 

If the subcommittee has any questions regarding the views expressed in that 
statement, we will be more than pleased to have a member of the industry appear 
before the subcommittee. 

Sincerely, 


Josern T. Kine 


LAW OFFICES 
KinG, NOBLE & SONOSKY 


WASHINGTON, D.C... May 15 
Part H. DovucGLas, 


Chairman, Subcommittee on Lahor, 
Committee on Labor and Public Welfare 
Senate Office Building, Washington, D.C. 

DEAR Mr. CHAIRMAN: During the course of last year’s hearings on proposed 
unendments to the Fair Labor Standards Act of 1938, I was afforded an op 
portunity to file a statement with the subcommittee on behalf of the North 
vestern Lumbermen’s Association. This association represents the 2,300 lumber 
lealers in the States of North and South Dakota, Iowa, and Minnesota. My 
statement on behalf of the association appears on page SS3 of part II of the 
transcript of those hearings. 

The reasons for retention of the present wording of the retail exemption are 
equally as valid today as they were last year. The association has requested me 
to remind the subcommittee of its membership’s opposition to any change in th: 
present wording of the exemption for retailers as expressed in section 13 (a 
2) of the act. 

To conserve the time of the subcommittee I suggest that the views expressed 
n my statement of last year be incorporated in the current hearings by 
erence. If the subcommittee feels, however, that it would like to question 
regarding the views expressed in that statement, I would be most happ) 
appear before the subcommittee and answer any questions raised. 

Sincerely, 


r¢ - 
me 


JosEePn T. KING 


NATIONAL ASSOCTATION OF MANUFACTURERS. 
Washington, D.C... May 25, 1956 
Mr. Stewart BE. McCiure. 
Staff Director, Committee on Labor and Public Welfare, 
United States Senate, Washington, D.C. 

Dean Mr. McCrvcre: On behalf of the National Association of Manufacturers 
Iam writing with regard to a number of bills which are the subject of hearings 
hefore the Labor Subcommittee of the Senate Committee on Labor and Publi: 
Welfare. It is our understanding that these hearings are a continnation of the 
hearings on most of the same bills held by the subcommittee in the spring of 

w5. At that time this association was represented by Thomas ©). Moore. Esq 


78155—56——41 
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vice president and general counsel of the P. H. Hanes Knitting Co. and ch 
man of our industrial relations committee. The association’s views on the bi 
then and now under consideration were presented in detail by Mr. Moore 
April 27, 1955. 

Rather than burden the current hearing record with a repetition of that tes; 
mony, we respectfully invite attention to the testimony of Mr. Moore on pages 
598 and following in part 2 of the printed hearings. While we do not desire : 
have this material included in the present hearing record, we enclose herewi: 
a copy of Mr. Moore’s statement for the ready reference of the subcommitt« 
and its staff. We would, however, appreciate it if this letter could be ineo; 
porated in the record of the current hearings. 

One point that the association did not refer to in the prior hearings relates 
to those bills which would amend section 13 (a) (1) of the Fair Labor Stand 
ards Act so as to delete the present exemption afforded any employee employed 
“in the capacity of outside salesman.” 

The very nature of the activities of an outside salesman are such that the 
do not reasonably come within the limitations on wages and hours as provided 
for in the wage-hour law. In most instances an outside salesman is a free agent 
in planning his activities and itinerary. His employer has only limited contr 
over the hours worked by an outside salesman and no effective supervision over 
such employees essential to feasible compliance with the recordkeeping re 
quirements of the statute and administrative regulations. 

It was estimated by the Department of Labor last year that the deletion of 
the outside salesman exemption would affect approximately 1,351,000 workers 
so employed. We submit that to repeal this exemption would be self-defeating 
for companies involved would, in many cases, no doubt be forced to materially 
revise their systems of sales and distribution, Further, this subcommittee was 
presented with substantial testimony to the effect that it would be highly im 
practical and unrealistic to attempt to apply legislation of this type to outside 
salesmen—the employer can’t comply with the statute and the employees, in 
most cases, by choice prefer to work without the restrictions on their time and 
activities that application of the act would of necessity require. 

We also wish to briefly reaffirm our concern with the continued application 
of the Walsh-Healey Public Contracts Act of 1936. This act is a constant source 
of confusion and overlapping with the Fair Labor Standards Act and adds ex 
cessively to administrative recordkeeping expense. While these present hear- 
ings relate to proposed amendments to the wage-hour law, we deem it appro 
priate to again bring the matter of reappraising the necessity for maintaining 
two Federal statutes on wages and hours to the attention of this subcommittee 

Recent court cases have served to demonstrate and buttress the contention 
that the Walsh-Healey Act has given rise to many legal inequities and raises 
costs to the Government and business generally. There is no basis or justifica- 
tion for perpetuating a regulatory statute that long ago outlived the limited 
purpose for which it was enacted and which now serves only to foment litiga- 
tion and added costs. 

Respectfully submitted. 

LAMBERT H. MILLER, 
General Counsel 


STATEMENT OF THE AMERICAN MEAT INSTITUTE 


This statement is made on behalf of the American Meat Institute, the national 
trade association of the meat industry. 

We are opposed to certain bills now pending before Congress to broaden the 
coverage of the Fair Labor Standards Act and particularly the proposed provi- 
sions to restrict or remove the present hours of work exemptions which were 3 
salient feature of the original act and have always been supported vigorously 
since that time. These amendments that seek to broaden or remove certain 
exemptions will directly and indirectly affect agricultural producers’ costs. 

The 14 tolerance weeks, the area of production, and the initial processing ex- 
emptions provisions under the present act are necessary to many producers, pro- 
cessors, and manufacturers of agricultural products and should be retained. 

The proposed amendments to alter or change the present customary method 
of paying outside salesmen or buyers will work a hardship on the salesme2, 
the customer, the final purchaser of the finished product, and the employer. 
Changes such as are proposed to the present Fair Labor Standards Act with re 
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spect to salesmen’s hours for overtime pay whether daily or weekly could only 
result in added costs. 

We will appreciate your committee giving careful consideration to the serious 
effects which the proposed amendment could have on the economy. 

The proposed amendment to the Fair Labor Standards Act which would alter 
or change the long-established pattern of sales work and salaries paid will not 
increase income or other beuefits presently enjoyed by employees in this classi 
fication. To the contrary, it would prove to be a handicap and a hardship upon 
the salesmen themselves, their employers, their customers, and the ultimate con- 
sumer. It is clear that such extensions in hourly paid coverage as are proposed 
in some of the bills would ultimately affect the entire economy. This is evident 
because of the influence that such economic pressure would have upon the price 
of meat and meat products. 

Salesmen of this industry, like those of many others, differ considerably from 
other types of employees by virtue of the very nature of their work and the 
standards upon which their earnings are established. Compensation ranges from 
what might be comparable to a beginning office worker up to what might be 
called an upper income bracket, Few fields of endeavor offer more individual 
apportunity to reap the rewards of one’s own personal effort than selling— 
whether it be meat or any ‘one of the thousands of other products that move 
through industry to the consuming public. However, these rewards cannot be 
realized if measurement of performance is attempted on an hourly basis. The 
incentive would be destroyed for it can only be related to the salesman’s 
individual contribution in effort, initiative, and ingenuity. 

We would urge that in such consideration as is given the bills now before this 
committee, particular attention be devoted to the nature of sales work in general 
and the difficulty, if not the actual impossibility, of legislating and controlling 
hours, work habits, and routine of these salesmen. The committee should also 
be conscious of the undesirable effects which might result from attempts to devise 
unworkable regulations to carry out exemptions of the act which are of doubtful 
merit. It would be impossible to administer for many reasons, among them, the 
fact that a salesman’s actual working time is not sharply defined, the dependence 
on the salesman for accuracy and honesty and the necessity of having to rely on 
these employees to maintain and submit their own time records and reports. 
For these same reasons, it could not be policed. 

In short, to attempt any correlation of a salesman’s earnings with a 40-hour 
week or an 8-hour day would force unreasonable limits on his working time with 
a corresponding reduction in his actual as well as potential earnings. 

Salesmanship is in reality a creative profession, and we wish to impress upon 
the committee that any time-clock techniques would indeed discourage incentive 
and initiative to the detriment of the entire economy. 

In this connection, it is a fact that wage and salary standards in the meat- 
packing industry are well above the minimum prescribed by law. 

We would also like to impress upon the committee the importance of the sea- 
sonable aspect of production in the meatpacking industry. We have no control 
over the number of head of livestock marketed each day and each week. Live- 
stock as well as the resulting meat are highly perishable products. They cannot 
be stored and held for later processing. They must be processed promptly after 
arriving at the Nation’s stockyards and packing plants and made available for 
consumption at the earliest possible hour. Regardless of the volume that may 
be coming to market, the perishable nature of the meat demands that salesmen 
dispose of output promptly since livestock receipts (our raw material) change 
from day to day, week to week, month to month. 

It is evident a hardship would result by the extension of the act to restrict the 
hours of work and the scope of activity of meat and meat products salesmen. 

The special nature of salesmen’s duties, routine, and methods of compensation 
was carefully considered, and it was this reason which lead to the exemption 
from the original Fair Labor Standards Act and from subsequent amendments. 
The methods of operation and the manner of compensating salesmen is essen- 
tially the same today as it was in 1938 when the law was enacted. 

In summary, we are opposed to the bills now pending for the reasons stated : 

1. The existing law has proved to be satisfactory over the entire life of the 
Fair Labor Standards Act and has been accepted by the salesman, the employer 
and indirectly by the buying public. 

2. The unique features of the occupations involved in these exemptions make 
impossible adequate or equitable substitute legislation. 
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3. It would not be possible to administer, enforce, or police the proposed leg 
islation., 
Therefore, we urge that the present exemptions be continued. 


AMERICAN LIFE CONVENTION, 
LirE INSURANCE ASSOCIATION OF AMERICA, 
Washington, D. C., May 15, 1956. 
Hon. Pauw H. DovuGtas, 
Chairman, Subcommittee on Labor of Senate Committee on Labor and Public 
Welfare, United States Senate, Washington, D. C. 


My Dear SENATOR DovuGLaAs: On May 9, 1956, we telegraphed Mr. Stewart E. 
McClure, staff director of the Senate Committee on Labor and Public Welfare, 
requesting an opportunity to appear at the currept hearings of the Subcommittee 
on Labor for the purpose of opposing those bills which would amend section 13 
(a) (1) of the Fair Labor Standards Act to eliminate the outside-salesman 
exemption. Mr. McClure replied by telegram that you had authorized him to 
inform us there is little or no chance the subcommittee will report out a bill 
containing any such amendment, and therefore the subcommittee did not desire 
oral testimony on this point. Mr. McClure added, however, that we could if we 
wished submit a written statement, and we are writing this letter for that 
purpose, 

The American Life Convention and the Life Insurance Association of Amer- 
ica are 2 associations of life insurance companies with a combined membership 
of 253 companies, holding 98 percent of the assets of all United States legal 
reserve companies. We object to elimination of the outside-salesman exemption 
on the ground that to bring life-insurance agents within the wage and hour re- 
quirements of the act, which presumably would follow from any such amendment 
as this, would be wholly unworkable for the following reasons: 

(1) It would be impossible for insurance companies to ascertain the number 
of hours worked by their agents. These persons spend practically all of their 
time in the field, very little in the office. They determine for themselves the hours 
they work, and whether they will work at night or only during the day. Some 
days they may work long hours, other days short hours, usually depending on 
the convenience of their clients. Thus the companies could neither obtain 
knowledge nor maintain records of hours worked. 

(2) It would likewise be impossible to determine what constitutes an hour 
of work. The production of a life-insurance agent depends not alone on the 
time spent in actual sales efforts, but to a large extent on contacts developed 
through civic, club, and social efforts, but to a large extent on contacts developed 
should be classified as work, or the number of hours spent on such activities, 
would present an insurmountable problem. 

(3) In addition to not knowing, the companies cannot control the number of 
hours worked by an agent in any particular week. Some weeks an agent may 
work many hours, others only a few, depending on the vicissitudes of his bus- 
iness. He alone controls his time and the number of prospects he will call on. 
The company is concerned only with the volume of business he produces. And 
of course participation in social and civic affairs, which may be as productive us 
any other efforts, is completely beyond company control. 

(4) It would also be impossible to relate pay to hours wor!ed. Most agents 
are paid on a commission rather than a salary basis. Commissions are custo- 
marily received when a case is closed, which may be many days or weeks after 
the major part of the work was done. Thus there is no correlation between the 
hours worked and the commissions received in any one week. Additional com- 
plications arise from renewal commissions, usually paid on the anniversary dates 
of policies and continuing for varying lengths of time. In many instances 
renewals are automatic, in others some work is necessary. There is no way in 
which these commissions can be related to the amount of work performed either 
at the time of renewal or retroactively to the time of initial sale. 

The outside salesman exemption was placed in the original statute after full 
consideration and for very practical reasons. So far as we have been able to 
determine, no specific grounds have been asserted in the current hearings for 
removal of this exemption. The life insurance agents are represented by the 
National Association of Life Underwriters, and to our knowledge neither that 
nor any other organization has ever requested their inclusion under the statute 
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We respectfully submit that no such revision should be made without thorough 
consideration of the impracticability of attempting to apply the act to particular 
classes of outside salesmen such as life-insurance agents and perhaps others, 
and we feel certain that any such consideration would lead to the conclusion that 
blanket elimination of the exemption is wholly unjustified. 
We would appreciate your incorporating this letter in the printed record of the 
hearings. 
Very truly yours, 
AMERICAN LIFE CONVENTION, 
CLARIS ADAMB, 
Ezecutive Vice President and General Counsel. 
Lire INSURANCE ASSOCIATION OF AMERICA, 
EUGENE M. Tuor®, 
General Counsel. 


THE RETAIL MERCHANTS ASSOCIATION OF ALEXANDRIA, 
Alexandria, Va., May 9, 1956. 
Hon. Pau H. DouGLas, 
Chairman, Subcommittee on Labor and Public Welfare, 
United States Senate, Washington, D.C. 


My Dear SENATOR DovuGLas: We respectfully bring to the attention of the 
members of the Senate Subcommittee on Labor and Public Welfare the opposition 
if the Retail Merchants Association of Alexandria to the elimination or changes 
in the present retail exemption under the Fair Labor Standards Act. 

We wish to point out that retailers and the service trades are not engaged in 
interstate Commerce but are local in nature and operations and therefore subject 
to local conditions. 

Retailers and service trade firms, such as belong to our association, serve only 
the geographical area in which they are located and our operations must neces- 
sarily be flexible enough to supply goods and services at prices our customers 
will pay during shopping hours convenient to them. 

We believe that elimination or changes to any extent in retail exemption under 
the Fair Labor Standards Act would definitely result in increased costs—and 
necessarily decreased services—to our customers who are the general public. 
And, we believe, the public should have major consideration in any legislation. 

It seems to us that the economy of our city and of our Nation would be con- 
tracted, not expanded, by elimination of the present retail exemption. 

We urge you and the other members of the committee to reject the legislative 
proposals currently being made in connection with this section of the Fair Labor 
Standards Act as not being in the public interest and as endangering a vital part 
of our Nation’s economic system. 

We request that this letter setting forth our association’s position be made part 
of the subcommittee’s record. 

Sincerely yours, 
JOSEPH A. ELuis, President. 


NORTHEASTERN RETAIL LUMBERMENS ASSOCIATION, 
Rochester, N. Y., May 9, 1956 
Re proposal to include retail establishments under the wage-hour law. 
Hon. Pau H. Doveras, 
Chairman, Labor Subcommittee, 
Senate Labor and Public Welfare Committee, 
United States Senate, Washington, D.C. 

Deak SENATOR Doveias: On behalf of the retail lumber dealers of New York 
and the New England States, we wish to record their thinking and opinion with 
reference to the proposal to extend the wage-hour law to include some retail 
establishments. 

We do not believe that the extension of the law to retail operations per se 
would be of benefit to the employees of the retailers or to the buying public. 
On the contrary, we have many reasons for thinking that the ultimate effect 
would be harmful to the employees, to the small business establishments in our 
industry, and to the customers they serve. Following are some of the reasons 
which dealers tell us are vital in the consideration of this matter: 
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1. Retailing is essentially a local function. The business of retail lumber 
and building material dealers in the towns and villages, in farm communities. 
and even in our cities cannot be compared with the operation of a factory which 
produces goods on an assembly line. The retailer is bound by local conditions. 
His primary function is service to his customers. He knows that he must serve 
farmers who insist on buying on Saturdays, and before or after work on week- 
days. Builders come in for materials at unusual] hours. As a result, he cannot 
operate on a schedule as do manufacturers. There is no semblance of similarity 
between interstate commerce in materials produced by a factory and the loca] 
service function performed by the retailer in the storage, sale, and use of 
building materials. 

2. Wage coverage would markedly increase the operating costs of retai! 
dealers. This would not be so much because of the higher wages paid but would 
come about as a result of the record and timekeeping requirements that would 
make higher costs inevitable. 

Compulsory coverage would subject these retailers to visitation by an army 
of wage-hour inspectors. Their books, records, and place of business must be 
open for inspection, employees may be interrogated, and the burden of administra- 
tion vastly increased. The result will be to increase operating costs and to 
place a heavy burden on retail dealers whose time is already taxed to the limit 
to give service to varying types of customers. 

The enactment of such a law would further tend to eliminate the small-business 
man, particularly the retail dealer, and turn the business over to large corpora- 
tions which have the capital and the organization to carry the burden incident 
to administration of a business under compulsory coverage. 

3. If such a law is adopted, one result will be that enmployees who are now 
kept on the payroll during dull periods will be laid off when there is no work 
for them. As it is now, hundreds, probably thousands of employees, are carried 
on the payroll doing what might be termed “made work” during quiet seasons. 

Few retail dealers are equipped to comply with the requirements of regulation, 
inspection, and record-keeping required by wage-hour coverage. They do pay 
the going wage in their respective communities which is actually higher than 
the wage-hour law requires. However, they do not have to carry the burden 
of technical requirements, of computing overtime, keeping records, and answer- 
ing inquiries which we believe would severely cripple the service of the retail 
dealer to his customer-—the consumer. 

We earnestly hope, therefore, that your committee will conclude after its 
study that retailing is essentially a local function and that Federal control over 
local affairs should not be extended. 

We are submitting this statement to be included in the record of your hearing. 

Very truly yours, 
Paut S. CoLiier, 
Executive Vice President. 


STATEMENT or Harotp R. Hosea, Director oF RESEARCH, NATIONAL ASSOCIA- 
TION OF Motor Bus OPERATORS 


My name is Harold R. Hosea, and I am director of research for the National 
Association of Motor Bus Operators. This association represents, directly or 
through affiliated State associations, the vast majority of intercity motor carriers 
of passengers who also transport express, mail and baggage in the same vehicles. 
Some 40,000 communities throughout the Nation are dependent upon intercity 
buses for their only means of common-carrier passenger transport and, in many 
eases, for the delivery of small shipments of medical and industrial supplies, 
first-class pouch mail, and allied services. 

Our-comments will be limited, in the main, to the provisions of S. 662, S. 770, 
and other realted bills before subcommittee which would eliminate the existing 
limited exemption from the overtime provisions of the Fair Labor Standards 
Act (sec. 13 (b) (1)) applicable to certain classes of employees of motor carriers 
subject to the jurisdiction of the Interstate Commerce Commission in respect of 
safety of operation. 

In the interest of brevity, I shall not summarize the legislative history of the 
motor-carrier exemption nor the extensive litigation related thereto, since these 
phases of the subject are treated in detail in the records of many similar hear- 
ings conducted over the past several years. I have reviewed the presentation 
made before this subcommittee by Mr. Benjamin R. Miller in behalf of the truck- 
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g industry and concur in the general conclusions set forth therein. There are, 
however, certain basic differences between the operations of so-called over-the- 
road carriers of property and those conducted by intercity bus companies which 
are pertinent to the matters before the subcommittee. 

The vast majority of the employees engaged in intercity bus operations are 
employed by carriers designated by the Interstate Commerce Commission as 
iass I carriers (i. e., those with annual revenues of $200,000 or more) who fur- 
nish some 80 percent of all such transportation subject to the jurisdiction of the 
Commission. The bulk of the remainder consist of small operators with very 
few employees—in many cases the entire business is operated by the owner and 
iis family. 

All of the employees of these carriers are subject to the minimum-wage provi- 
sions Of the act. Slightly less than half of the employees are drivers who are 
exempt from the overtime provisions of the act under section 183 (b) (1). All 
‘he remaining employees, with the exception of relatively small numbers of 
mechanics whose duties affect safety of operation, are subject to the overtime 
provisions of the act. The vast majority of these employees are covered by 
ollectively bargained agreements. During the year 1955, as shown by pre- 
liminary tabulations from official ICC reports, the weekly hours of the drivers 
employed by class I carriers averaged approximately 37 and their average annual 
earnings were about $5,000 or roughly $2.60 per hour. 

It is the position of the intercity bus industry that the current limited exemp- 
tion provided under section 13 (b) (1) of the act should be retained for the 
following reasons : 

1. It is impossible to schedule bus operations, particularly those over longer 
routes, to conform precisely to a uniform workweek of 40 hours since we must 
provide round-the-clock service at times and on schedules that meet the needs 
of the public. While it is true that the average workweek for drivers is well 
below 40 hours, it does not follow that the week for every driver is under 40 
hours nor is it true that every workweek for any given driver is of the same 
length. The runs assigned to some drivers are necessarily somewhat in excess 
if 40 hours because of the need for tailoring schedules to meet public demand. 
Conversely, other assignments involve fewer than 40 hours per week. However, 
individual drivers are permitted, on the basis of their seniority, to choose their 
runs; hence they have considerable freedom to select long or short ones as they 
may wish. In the case of individual drivers who select the longer runs with 
overnight layovers away from home, the hours worked one week are frequently 
more than those worked during the following week. In most such cases, the 
listances involved and the relative infrequency of schedules permit no other type 
of arrangement. Further, the vast majority of these drivers are paid on a 
mileage rather than an hourly basis. Any attempt to substitute statutory over- 
time provisions based on a standard week would involve serious complications 
and tend to destroy the effective system which has been developed over many 
years through the orderly process of collective bargaining. These conditions, 
largely peculiar to the transportation industry, were recognized by the Congress 
when the act was passed, and nothing that has occurred during the 18 years since 
affect the sound reasons for assigning to the Interstate Commerce Commission 
the responsibility for prescribing, in the public interest, proper limitations on 
the hours of service of such employees. 

It should also be noted that substantial numbers of these drivers have as- 
signments based upon a 5-day week. If they are offered, and choose to accept, 
work on either of the 2 days on which they would normally be off duty, 
they are customarily paid 1% times their regular mileage rates. They are 
also typically paid such premium rates for any work over and above their 
regular assignment on a given day. 

2. Any necessity for modifying the existing wage structures and operating 
schedules would impose serious further burdens on the carriers whose current 
inancial condition is already extremely precarious. The Interstate Commerce 
Commission has found that a financially healthy intercity bus industry requires 
that expenses, exclusive of income taxes, be not in excess of 85 percent of 
revenues. Out of 153 class I carriers, the expenses of all but 15 were in ex- 
cess of this percentage for the year 1955. For the entire group, expenses averaged 
41.6 pereent of revenues and 50, or one-third of the total, actually finished the 
yearin the red. It is obvious from the foregoing that the additional costs which 
would be involved in applying overtime provisions completely unsuited to such 
perations must necessarily be passed on in the form of higher fares. Should 
this be necessary, the impact would fall most heavily upon the lower income 
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groups who make up a large proportion of our passengers since intercity } 
fares are well below those of other modes of travel. 

3. The basic purpose of the Fair Labor Standards Act, briefly stated, was 
eliminate substandard conditions of employment. Elimination of the motor 
carrier exemption would have no effect on basic rates since the statutory mipj 
mum is already applicable to all employees. The fact that the current average 
workweek is appreciably below 40 hours indicates that substandard conditions 
in this respect do not exist. Nor are average earnings in excess of $5,000 per 
year for an average week of about 37 hours evidence of substandard cond) 
tions by any stretch of the imagination. It should also be noted that th 
premium-pay provisions applicable to the vast majority of the drivers resy|: 
in increasing their take-home pay per mile by about 15 percent over the basi, 
rates. Imposition of the provisions of section 7 of the act would not resylt 
in the employment of any additional driver personnel. Its principal effect 
would be in the direction of increasing the premium pay of some drivers and 
decreasing it for others, a tremendous amount of confusion and expense jy 
readjusting operating schedules and, we predict, considerable dissatisfactio 
among the employees. 

The opportunity to present our views is greatly appreciated and we earnestly 
urge that, for the reasons outlined above, no change in respeet to section 
13 (b) (1) of the Fair Labor Standards Act be made. 


STATEMENT BY STEPHEN SHERIDAN FOR THE VACUUM CLEANER MANUFACTURERS 
ASSOCIATION 


My name is Stephen Sheridan. I am assistant to the president of Electrolux 
Corp., 500 Fifth Avenue, New York City. I make this statement for The Vacuum 
Cleaner Manufacturers Association representing the leading vacuum Cleaner 
manufacturers in the country. The sole purpose of my statement is to request 


the continued exemption of outside salesmen from the Fair Labor Standards Act 


I respectfully submit that in the application of wage-hour legislation a distine- 
tion must be carefully drawn between 


(a) employees who can be supervised because they work on the premises 


of a factory, warehouse, office or store and 

(0b) employees such as outside salesmen who invariably work away from 
their employers’ place of business and whose activities and working time 
cannot be supervised or controlled. 

Consider the utter unreasonableness of a bill which fails to exempt outside 
salesmen. 

Because I am most familiar with the operation of our own company, I will use 
our outside salesmen for purposes of illustration although many other com- 
panies operate largely in the same manner and my statement is concurred in by 
the direct-selling industry. 

Outside salesmen are not and cannot be supervised; their selling activities 
cannot be controlled. 

They are continuously out in the field- 
their time is their own. 

A salesman may work 1 or 2 hours in the morning and quit for the day. 
He may not work at all that day; he may not work for a week. He may take 
a vacation for 2 weeks: we would not know: we could not Know. 

Frequently he will handle products for several companies. It is impos- 
sible for us or for any company selling through an outside salesman to know 
what he does or how he spends his time. 

Our outside salesmen are not confined to any given territory. They may work 
any place they choose. They are not required to report to any headquarters point, 
which may be hundreds of miles from their homes and places of work. They 
work from their own residences, and work at times to suit their own convenience 

On a typical workday, if he chooses to work on that day, the outside salesman 
leaves his home at the hour he chooses to leave his home—at 8 or 10 or noon. He 
goes directly to his field of work which is of his own choosing. When he decides 
that he has worked long enough for the day, at 3 or 5 or perhaps at noon, he 
stops work. His office doesn’t know where he has been working, or how long he 
worked, or if he has been working at all. Only when he turns in an order for our 
products do we know that he has been working. Sometimes we don’t see an out 
side salesman for weeks. 


working or not, as they choose; 
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\!| our salesmen are paid solely on a commission basis 

No itineraries are prescribed for our salesmen, and the production of a mini 
S ti um volume of business or sales quota is not required. Our salesmen are not re 
Or juired to submit reports of hours worked or customers called upon, for the simple 
tin reason that any such reports could not be verified and therefore would be 
rage ueless. 
ions From time to time in the 20 years, we have tried, and member companies in 
per our association and in the direct selling industry have tried various methods by 
ndi vhich accurate reports from salesmen as to the number of calls and demonstra 
the rions made, etc., could be obtained, inasmuch as such reports would be of consid- 
suit erable aid to us in our business. All such attempts, however, failed completely 
ASI: hy reason of the fact that a careful investigation disclosed that such reports were 
sult exaggerated and distorted. It is submitted that if reports of calls made on cus 
fect romers were found to be ineorrect, it is not likely that reports of hours worked 
and will be any more accurate, particularly since there is no way in which to check 
in such reports and it would be to a salesman’s advantage to report the maximur 
‘ior number of hours. 

Sulesmen could report that they worked 80 or 90 hours in a given week and we 
tly would have only the salesman’s word for the number of hours he worked ; obvi- 
‘ion ously it would be to his great interest to report that he worked many hours when, 

is a matter of fact, he may not have worked at all at selling our products, 

If it is impossible to keep accurate record of the hours spent at work, it would 
ertainly be unreasonable to require compensation to be measured against the 
umber of hours worked. 

One of our member companies recently made an extensive and expensive ex 

wriment. The Hoover Co., of North Canton, Ohio, in the period February 1952 
0 July 1953 paid salesmen in 26 districts a salary of $50 plus commission and 
certain other benefits. This experiment extended to 20 percent of their sales 
organization covering sections of the country from the Atlantic to the Pacific 

At a cost in excess of $1 million the Hoover Co. found out that the plan was 
completely unworkable, that it is economically impossible to pay a man for ting 
vorked without knowing whether or not he has worked. 

Obviously it would be highly impracticable to attempt to apply any wage and 
hour legislation to such an uncontrollable employer-outside salesman relation- 
ship. Salesmen could hold back all of their sales for a week or two or three and 
collect minimum wages for each of those weeks and then turn in all of their 
sales for a big fourth week. They would have their employer at a complete dis- 
advantage. 

Our salesmen do not work only for us. They may be working for several dif 
ferent employers or carrying products for several different companies at the 
same time. Many of them hoid regular jobs with other companies. A great 
variety of enterprises encroach, generally without our knowledge, on the time pre 
sumably devoted to the sale of our products by our salesmen. 

To illustrate how impracticable and unreasonable it would be to expect us to 
pay our outside salesmen an hourly rate, is this fact: consider this fact: several 
ears ago, of 27 men working for us in Utah, we learned that 17 of them actually 
had other employment concurrently, and some of these are recular full time jobs 
For example: 


Mr. Baum owns and operates a motel. 

Mr. Bartholomew works in a factory. 

Mr. Bell sells electrical products. 

Mr. Cutler is a city judge. 

Mr. Dalley is a student at Snow College. 

Mr. Everett is in the furniture and rug cleaning business. 
Mr. Hansen has an appliance store. 

Mr. Hopkins drives a milk truck. 

Mr. Judd is an insurance agent. 

Mr. Lindman owns and operates a motel. 

Mr. McBride owns an auto wrecking establishment. 
Mr. Nuttall owns a radio shop. 

Mr. Paulson is a furniture repairman. 

Mr. Peterson owns a theater. 

Mr. W. Peterson is a student. 

Mr. Rasmussen is a schoolteacher. 

Mr. Whitehead is a bookkeeper. 
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I recently cooperated with the Department of Labor in New York State, which 
was trying to determine methods of operation employed by outside salesmen 
and whether or not accurate reports of time worked could be obtained from them 

I quote to you some comments that were drawn from outside salesmen wh 
were interviewed at their homes by Department of Labor investigators. Th¢ 
Department of Labor decided that such reports could not be obtained : 

Mr. Wise: “I work my own hours. The company does not set my hours 
work when I feel like working—as I damn please.” 

Mr. Gartmayer: “I don’t know how a question of hours applies to us. We 
are in business for ourselves. What hours we work are our own affairs. | 
don’t have any regular hours—sometimes I work 1 hour, sometimes 10 hours 
It depends upon how much money I want.” 

Mr. Sperling: “Oh, yes, I sell Electrolux and washing machines, and toasters, 
and silver, ete. If the customer does not want an Electrolux, maybe she wants a 
toaster. If another customer doesn’t want a washing machine, maybe she would 
want an Electrolux. I work about 4 hours a day. My company doesn’t know 
how many hours I work a day, and I wouldn't tell them. If I was paid on an 
hourly basis—Oh, brother, would I report the hours !!” 

The above may be verified by reference to records in the New York State 
Department of Labor. 

There is a vast amount of persuasive precedent for the continued exemption 
of outside salesmen from wage-hour laws. Every examination made by the 
Government since first enactment of the Fair Labor Standards Act clearly justi- 
fies continuing the exemption. 

Recognition was given to the unusual nature of the outside commission-paid 
salesman’s occupation and the necessity for exempting him from minimum wage 
and maximum hour legislation as far back as the NRA period when it was pro- 
posed that outside commission-paid salesmen be excluded from wage-hour pro- 
visions. Hearings were held at that time and the record made before the NRA 
on this occasion is represented by three volumes containing 1,128 pages. As a 
result of these deliberations it was concluded by the various boards that NRA 
legislation should not be applied to outside salesmen and they were specifically 
excluded in the various codes. Bearing in mind that at the time of the NRA 
the desire was great to include everyone under its provisions, it is clear that the 
reason for specifically excluding outside salesmen must have been most persuasive. 

When Federal wage and hour legislation was introduced by Senator Black, 
now Supreme Court Justice Black, and Representative Connery, the question 
of exempting outside commission-paid salesmen was again given considerable 
consideration with the result that in the final enactment of the Fair Labor 
Standards Act of 1938 “employees” who are outside commission-paid salesmen 
were specifically excluded from the provisions of the act and are so excluded at 
the present time. Nothing has happened since that time to warrant any dif- 
ferent treatment of outside salesmen. 

At every review of the Fair Labor Standards Act, both legislative and admin- 
istrative, and there have been a number of these, the exemption for outside 
salesmen has been continued unaltered. 

Consider the States. As of this moment, eight States have minimum wage laws 
applying to men as well as women. In not a single one of these States are our 
outside salesmen subject to the minimum wage laws. Three States last year 
extended minimum wage coverage to men. In each of these—Wyoming, Idaho, 
and New Mexico, outside salesmen have been exempted. One State this year, 
Rhode Island, extended its minimum wage bill and Rhode Island exempted out- 
side salesmen. In several other States such bills have received serious con- 
sideration. In every one of these, outside salesmen are exempted. 

This universal exemption of outside salesmen from wage-hour and minimum 
wage laws is not casual or accidental ; it is the consequence of thoughtful study 
and understanding. 

Several years ago, the State of New York extended coverage of its minimum 
wage law without adequate opportunity being given to employers, such as our- 
selves, to present the peculiar problems of covering outside salesmen. When, 
after the legislation had been enacted, these matters were brought to the atten- 
tion of the Commisisoner of Labor in New York, he embarked on an extensive 
investigation. 

The matter was brought before the board of standards and appeals in New 
York a quasi-judicial body. After considerable analysis and review, over ® 
period of more than a year, during which they had time to become thoroughly 
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familiar with the problem, the board of standards and appeals in New York 
found it “unreasonable” to apply wage and hour legislation to our outside sales- 
men and exempted them from coverage. I quote you a portion of their decision: 

“A realistic appraisal of the evidence in the record of these proceedings leads 
ns to the conclusion that there is not present in the employer-employee relation- 
ship inherent in the above-mentioned described employment status the customary 
exercise of such authority and superintendence by the employer over the em- 
nloyee essential to feasible compliance with the record-keeping provisions de- 
manded by the order. To legally comply with the provisions of the order, the 
employer must possess adequate means to direct, control and keep account of 
the working hours and working methods of those persons employed during their 
periods of employment. The burden of maintaining records as to the periods 
an employee is engaged in employment, the exact hours and so forth, are duties 
which devolve upon an employer * * * the employee’s statements are the only 
source from which the employer could possibly obtain this vital and necessary 
data. Such conditions subject the employer to the control of the employee re- 
specting the amount of earnings and the periods the employee is actually en- 
gaged in work for the employer. Experience establishes such conditions are 
neither desirable nor salutary. We are convinced that reliable and accredited 
representatives of labor and management are eager to maintain concord and 
amity in the business family, and are not sympathetic to any policy or instru- 
mentality which may result in dislocating and destroying a commercial enter- 
prise. 

Still quoting: 

“It is self-evident that to compel an employer to pay an employee for services 
which cannot, in accordance with feasible business practices, be verified or 
substantiated by the employer must ultimately fertilize an atmosphere of mis- 
giving and distrust and culminate in fostering and promoting irritation and 
acrimony and discord, which will inevitably impair their mutua! harmonious 
relationship so vital to the successful conduct of the commercial enterprise. 
The uncontroverted evidence in the record establishes that all bona fide efforts 
on the part of the petitioners te comply with the terms of the order, in its 
application to commission-paid outside salesmen, resulted in failure.” 

For all of these reasons, the fact that outside salesmen cannot be supervised 
or controlled, the fact that we cannot possibly know whether they are working 
or not, and cannot secure accurate reports of hours worked, and in view of the 
overwhelming weight of precedent for continued exemption, I respectfully urge 
that this committee continue the exemption in any revision of the Fair Labor 
Standards Act. 


NATIONAL RETAIL LUMBER DEALERS ASSOCIATION, 
Washington, D. C., May 9, 1956. 
Hon. PAut H. DouGLAs, 
Chairman, Senate Labor Subcommittee, 
Labor and Public Welfare Committee, 
United States Senate, Washington, D.C. 


Dear Mr. CuargMaANn: At the hearings before your subcommittee in 1955, this 
association presented testimony in opposition to pending legislation to extend 
coverage of the wage-hour law to include certain retail establishments. 

We would like to renew our objections, and we respectfully refer the members 
of the subcommittee to the testimony of Mr. Charles B. Mahin, in behalf of the 
National Retail Lumber Dealers Association, part 2, at page 875 of the 1955 
hearings, for our testimony in full. 

Retail lumber dealers everywhere look upon the pending bills to extend cov- 
erage as the first step in a deliberate move toward eventual coverage of all retail 
establishments. 

Regardless of statements of the proponents of this legislation that they want 
to cover only large interstate chains, we are confident that they will not be satis- 
fied with such action and that they will be back to Congress again and again to 
insist upon broader coverage once the bars are let down as proposed in the bills 
before the subcommittee. 

Since 1938, retail lumber dealers have been exempt from the wage-hour law. 
For the most part, retail lumberyards are relatively small establishments. Retail 
yards average about 7 or 8 employees per yard. 
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Under proposed legislation, a unit of a 6-yard lineyard on one side of the street 
would be subjected to the act, while its competitor on the other side of the street 
might be exempt. 

The present proposals would result in the substantial equivalent of coverage 
for practically all of our dealers in many areas, because the wage and overtime 
practices of the high yard in any competitive area sets the pattern for the area. 

Lumber dealers are engaged in what is essentially a local function—that of hay- 
ing available in small or large quantities the hundreds of items used in building 
construction and repair and maintenance of homes. Because building materials 
are heavy and bulky, they must be stocked in close proximity to construction 
jobs. This is the reason why retail lumber distribution for the most part is 
through many dispersed small yards, rather than through large concentration 
yards. 

There isn’t a semblance of interstate commerce in the storage, sale, installa- 
tion and use of building materials. Such materials become part of the real estate 
and are no longer susceptible of movement in commerce. 

The operations of a local.Jumberyard are necessarily adapted to the living 
requirements and buying habits of its customer. Dealers cannot change the fact 
that farmers must buy in the evening and on Saturdays. “Do-it-yourself” custo- 
mers must buy before or after work during the week or on Saturdays. Contrac-. 
tors must have early access to yards in order to maintain continuity on construc 
tion jobs. 

In retailing there is a large fluctuation in the productivity of man-hours, which 
even with the best management is an inherent feature of the retail function 
Their services and facilities cannot be turned on and off like a factory production 
line. 

Even large corporations with technical staffs and high-priced lawyers have 
difficulty in keeping abreast of the voluminous requirements imposed by interpre 
tative bulletins of the Wage Hour Division. Few dealers are equipped to comply 
with these requirements and the added record-keeping requirements. 

We do not wish to burden the members of the committee by repeating, in 
detail, the reasons for our opposition to this legislation contained in our earlier 
statement. Those reasons are as applicable today as they were a year ago. 

We respectfully urge the subcommittee to reject all proposals to extend the 
wage-hour law to include retail establishments, large or small, and urge you to 
permit retail dealers to continue to enjoy their exemption which the Congress in 
its wisdom has provided. 

Respectfully submitted. 

H. R. Nortuup, Erecutive Vice President 


STATEMENT BY J. M. GEoRGE, GENERAL COUNSEL, NATIONAL ASSOCIATION OF DIRECT 
SELLING COMPANIES, WINONA, MINN. 


Mr. Chairman and members of the subcommittee, I am J. M. George, general 
counsel for the National Association of Direct Selling Companies. The National 
Association of Direct Selling Companies is an incorporated trade association, 
the membership of which consists of concerns whose merchandise reaches the con- 
sumer through house-to-house or door-to-door distribution. 

Our membership represents a very high percentage of the total dollar volume 
of business done in this system of distribution. 

There are between 2,500 and 3,000 such concerns in the United States, and 
their problems are the same as those of our member companies. 

We are interested in the following issues in legislation now before this com- 
mittee for consideration, to wit: 

1. Definition of “employee.” 

2. The exemption for individuals operating in the capacity of outside sales- 
persons. 

3. The exemption of individuals operating as executive or administrative em- 
ployees performing services in the field and away from the places of business 
of their employers. 

This is an abbreviated supplemental statement in compliance with the desires 
of the subcommittee. 

DEFINITION OF EMPLOYEE 


Traditionally salespersons in this field have been free-lance operators, entirely 
free as to the time which they put in in selling activities, choosing whether or not 
they, upon making the connection, will become active regularly, intermittently, 
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-even at all. They are free to choose their own method, manner, and means of 
neration. 

“The very character of the relationship between these individuals and the direct 
elling concern with whom they may be connected precludes any chance of control 
by the company. None of the pertinent elements of employment are involved. 

‘For these and many other reasons, which were enlarged upon at the previous 

May 1955) hearings of this subcommittee on this legislation, it is sincerely be- 
iieved that the elimination of this exemption or the placing of an unrealistic floor 
inder earnings would destroy this method of distribution. 

The full consideration given to these circumstances at the time the act was 
nassed then indicated the necessity of this exemption. Removal of this exemp- 
tion would be as seriously damaging to these individuals as to the companies in- 
volved, and no possible good could result to anyone. 

Attached to this statement is a copy of the statement which I made at the 1955 
hearings relating to this and the other issues which I have mentioned. Also 
copy of the statement I made at the Labor Department hearings on the matter of 
salary floor on executive and administrative employees. 

In other social legislation adopted by Congress, either originally or by amend 
ment, Congress has shown that in such legislation there was never any intention 
to change the meaning of the word “employee,” and in such legislation reference 
was made to United States Supreme Court decisions which are applicable to the 
Fair Labor Standards Act, which decisions indicated abandonment of the com- 
mon-law rule on master and servant, and those decisions were specifically over- 
ruled. 

One such amendment adopted in respect to the Old-Age and Survivors In- 
surance Act has been incorporated by Senator Capehart in his amendment- 
<ubstitute for Senate bill 1437 dated May 7, 1956, and this subcommittee is 
urged to include the context of this substitute bill in its recommendations to 
he made to the full Senate committee. 

The adoption of this amendment-substitute would prevent a multipublicity 
of uncertainues, administrative action, and litigation, because without this 
definition no one knows where he stands in respect to the application of this 
act 

OUTSIDE SALESPERSON EXEMPTION 


Most important to our people, however, is the outside salesperson exemption 
which has always been in the Fair Labor Standards Act. 

With that exemption no administrative or litigation question can arise as 
to the relationship between the outside salesperson and the company. The 
presence of this exemption has, during all these years, operated toward smooth 
administration and has put a stop to uncertainties which would be ever present 
if the exemption were removed. 

No good would come to anybody by such removal—neither to the individual 
nor to the company involved. 


EXECUTIVE-ADMINISTRATIVE EMPLOYEE EXEMPTION 


It is understood that bills are pending before this subcommittee which pro- 
pose to eliminate this exemption or propose to put under the same a $6,000 
hoor. 

The salary test is only one of several other tests to determine who is or is 
hot an exempted employee in these classifications. An unrealistic floor will make 
unimportant all of the other important criteria which have been set up under 
efficient administration of the Fair Labor Standards Act. 

There is nothing in the legislative history which indicates that this exemption 
was intended as a tool to fix minimum wages for these classes. 

All of the qualifying criteria have been set up administratively under authority 
provided in the act. It is not understandable why one of these criteria should 
he specified by legislation and the other by administrative ruling. 

Despite what the financial experts say, there still could be a disastrous de- 
Pression, and if the salary yardstick is left in the hands of the administration 
a change could be made much more promptly through the Labor Department 
than through the necessarily slower process of congressional enactment. 

This being a statement supplemental to what I have previously made on the 
subject matter of these hearings, I should like to say that our interest in 
the maintenance of this exemption is in relation almost exclusively to these 
types of employees who perform their services away from the places of busi- 
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ness of the companies for whom they work. As to such outside executiy, 
and administrative personnel the elimination of the exemption cwould hay 
practically all of the very harmful effects which would come through elimina. 
tion of the exemption for outside employees. 

It is thought that manufacturers, wholesalers, and distributors, as to inside 
executive and administrative employees, in this method of distribution are jy 
the same condition and position as manufacturers, wholesalers, and distributors 
in any other line of distribution, commerce, or industry. Ours and the others are 
confronted with geographical differences, regional differences in salary scales 
differences in the importance of work, etc. Iiowever, no one else in industry 
or commerce has the deep interest that we have in respect to outside executive 
and administrative employees. 

Elimination of the exemption would eliminate the positions of these outside 
employees. An unrealistic floor would also eliminate most of them. 

Consequently an unrealistic floor or elimination of the exemption would be 
of benefit to nobody and would be most harmful to the employees affected. 

Again I mention that a copy of my former statements is attached. 

I would like very much to invite attention of the subcommittee to a brief on 
the issues involved, dated May 17, 1955, filed by Arvey Hodes & Mantynband in 


connection with the 1955 hearings on behalf of a member of this association. 
I thank you. 


STATEMENT BY J. M. Georce, GENERAL CoUNSEL, NATIONAL ASSOCIATION OF 
Drrect SELLING CoMPANIES, WINONA, MINN, 


Gentlemen, I am J. M. George, general counsel for the National Association 
of Direct Selling Companies, which has its headquarters at 165 Center Street, 
Winona, Minn. 

This is an incorporated trade association consisting of 136 companies whose 
merchandise reaches the consumer through house-to-house or door-to-door 
distribution, There are between 2,500 and 3,000 such concerns in the United 
States, and their problems are approximately the same as those of our member 
companies. I am appearing primarily for the purpose of furnishing information 
as to a special impact from increasing these minimum levels applicable to 
executive and administrative employees engaged in this method of distribution. 

A considerable proportion of companies in this field have two kinds of such 
employees, to wit: 

1. Those employed upon the premises and at the places of business of such 
concerns; and 

2. Those employed outside and in the field directly connected with recruiting 
of sales contact personnel and sales promotion. 

A rather overwhelming majority of these outside employees are engaged in 
an administrative rather than executive capacity. 

In this statement reference will be made to these two classifications as “inside” 
and “outside” employees. 

HISTORY AND COMMENT 


The original Fair Labor Standards Act was the result of a very extensive 
study on the part of the executive department and the then legislative department 
of the United States. ; 

President Roosevelt sent a message to Congress requesting the passage of 
this act. 

On page 3 of the report of the Senate Committee on Education and Labor 
which accompanies Senate bill 2475 (19387), President Roosevelt is quoted as 
saying: 

“Even in the treatment of national problems there are geographical and 
industrial diversities which practical statesmanship cannot wholly ignore.” 

He said further, “As we move resolutely to extend the frontiers of social 
progress, we must be guided by practical reason and not by barren formulas.” 

This report of the Senate committee at various places referred to the necessity 
of giving consideration to industrial and geographical diversities so as to avoid 
producing “serious economic dislocations.” The report also shows that the 
committee by its own statement very definitely had before it the idea of doing 
nothing toward “curtailing opportunity for employment or dislocating industry.” 

The House committee reports on this legislation show the same attention, care, 
and regard for the enactment of provisions which would not curtail opportunity 
for employment or dislocate industry. 
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These exemptions covered by the regulations now being considered for amend 
ment were the results of the above-expressed policy not only of the President 
ut of both committees of the Congress. It seems that it would not be too 
lifficult to bring about curtailment of employment and dislocation of business 
by unrealistic administrative action. 

In searching the history of this legislation there appears to be nothing sup- 
porting the setting up of a graduated scale of wage and salary minima. 

The Congress has established the hourly wage rate and the maximum hours 
ifter which overtime must be paid to wage earners. 

In the approach to its definition and delimitation of who is an executive or 
idministrative or professional employee, the Wage and Hour Administration set 
ip numerous criteria, one of which was a salary floor. This is only one of the 
yardsticks by which a person may be found under the regulations to be within 
iny of these three classifications. 

However, outside of the scope of the regulatory definition, an employee may 
e bona fide executive, administrative, or professional employee in fact though 
the salary floor is not reached. 

Hence, under an unrealistic salary test there will be a resulting curtailment 
ff employment opportunities for persons who, now on the basis of economic 
ustification are holding salaried positions pursuant to the regulations. 

Fortunately when Congress set the hourly wage floor and the Wage Hour 
Administration set the salary floors for these other classifications, these floors 
lid not become ceilings. 

With few exceptions the hourly wage rate has gone above the statutory floor 
and employee salaries in these other classifications have gone above the regulatory 
floors. 

It may be safely said that executive, administrative, and professional em- 
ployees are today being paid upon the basis of their worth to the employer. The 
existence of a reasonable floor makes it possible for industry and commerce to 
promote worthy employees from the time-clock situation, affording these persons 
an opportunity to go up from junior to senior duties and compensation. 

To many concerns a substantially increased floor for management-type person- 
nel will in many cases result in a reduction of employment of this type of per- 
sonnel or a discontinuance of many employees in these classifications. 

This would be very apt to bring about the curtailment of employment and dis- 
location of industry, which was feared by President Roosevent and the then Mem- 
bers of the Congress. 

A steep increase in the salary test brings about a situation where that test 
is predominantly controlling over all other considerations of at least equal im- 
portance in determining employee status. 

Certainly beginners in these exempt classifications should receive more com- 
pensation than the going wage rate and there seems to be no justification for 
i new wage floor which would curtail promotions and employment and bring 
about dislocations in industry. 

Under a steep salary test there will be fewer promotions and revamping of 
business procedure to eliminate or reduce these categories as a matter of eco- 
nomic necessity. The only other answer is to retain this type of personnel on the 
hourly payroll level. 

It would seem to be apparent from the foregoing that the employee categories 
would be hurt as badly or worse than the employer. 

Therefore, it would seem unrealistic for the Administration to use regula- 
tions covering exempted personnel as a means of raising the salary floor and 
for the purpose of setting up a graduated minimum wage or earnings schedule 
under the act. It is respectfuly submitted that if the regulatory power is used 
primarily for the above purpose rather than merely as an adjunct to definition 
ind delimitation, the purpose of the act will have been departed from. 


“INSIDE” EXECUTIVE AND ADMINISTRATIVE EMPLOYEES 


In the direct selling method of distribution as to the inside classification of 
executive, administrative, and/or professional employees, the situation of the 
companies so engaged is comparable to that of all other employers. In this 
field as in other areas of industry and commerce, salary levels are affected by 
the importance of the work done, by the size of the operation of the employer, by 
the character of the merchandise involved, and by the geographical area or loca- 
tion in which the employees perform their services. 
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Somewhere around 25 percent of the members of this association have na 
tional coverage and a volume of business when computed at consumer prices 
exceeding $1 million each annually. 

Another 25 percent of the members have regional or spotted coverage with 
average sales of about $200,000 per year based on consumer prices. 

Over two-thirds of the remaining 50 percent do up to a maximum of $100,000 
computed at prices to the consumer. 

Definitely from the standpoint of individual companies direct selling does not 
fall into the category of “big business.” 

Approximately 35 to 40 percent of the members of the association employ not 
only inside but outside executive and/or administrative employees. 


OUTSIDE EXECUTIVE AND ADMINISTRATIVE EMPLOYEES 


As stated above, about 35 to 40 percent of the members of this association 
and this percentage is probably true throughout the entire direct selling field 
employ substantial numbers of outside executive and/or administrative em 
ployees. As to this type of exempt person, a steep salary floor would bring a 
special impact and hardship upon concerns engaged in direct selling extending 
beyond the impact which would fall upon concerns whose employment of exempt 
persons is largely limited to inside employees working under personal super 
vision and control at the places of business of their employers. 

These outside employees are engaged traditionally and customarily in re- 
cruiting and the promotion of sales in a known area. The value of their serv- 
ices can be promptly and quite accurately assessed. Their income is a direct 
load upon the cost of selling. Unless their services, the value of which is easily 
ascertainable, warrant their continuation in employment, they will necessarily 
be discontinued and some other means of procuring profitable sales volume will 
have to be substituted. This means curtailment of employment and dislocation 
of business. Many of these persons, based on the actual value of their services, 
cannot meet a high salary floor. 

In the case of any given company there is a great difference between the in- 
come of these companies. This depends largely upon their ability, but also 
importantly upon the amount of time which they put in. They occupy an em- 
ployment position where it is impossible by contract or otherwise for the com- 
pany to bring about full-time activity except in a low percentage of such 
individuals. 

Customarily they have a guaranteed minimum net income with an overriding 
commission upon the amount of sales occurring in their area of activity. Those 
with greater ability and particularly those who put in the amount of time that 
an inside executive works under personal supervision would have no trouble 
in meeting a production level warranting payment by the employer of income 
which would surpass the requirements of any regulations which might be real- 
istically imposed. 

Under present regulations the salary limitations can be met for them on the 
basis of their business production. A steep increase in the salary floor would 
make it an economic necessity to curtail the employment of a high percentage 
of these persons, much to their disadvantage and causing a serious dislocation 
of the business of the employer. 

So much for the so-called full-time outside personnel in the exempt categories. 

There is another very prevalent type of employment in direct selling, and that 
is of the able and ambitious person who can only put in a small part of his 
time in recruiting or sales-promotional activities, as being customarily other- 
wise employed for part of his time. This sort of employee can justify the present 
weekly floor on an in-and-out basis, but almost certainly most of this class would 


disappear from the business, hurting not only the employee, but the employer 
I thank you. 


STATEMENT BY J. M. GrorcE, GENERAL CoUNSEL, NATIONAL ASSOCIATION OF DIRECT 
, SELLING COMPANIES, WINONA, MINN. 


xentlemen, I am J. M. George, general counsel for the National Association of 


Direct Selling Companies, which has its headquarters at 165 Center Street, 
Winona, Minn. 





AMENDING THE FAIR LABOR STANDARDS ACT OF ’ 647 


This is an incorporated trade association consisting of member companies 
whose merchandise reaches the consumer through house-to-house or door-to-door 
distribution. 

There are between 2,500 and 3,000 such companies in the United States, and 
their problems are the same as those of our member companies 

I am appearing in opposition to the proposal contained in pending bills to make 
the executive and administrative exemption from the application of the sections 
of the law which provide minimum wages, maximum hours, and overtime, ap 
plicable only in respect to such employees receiving an annual compensation of 
$6,000 or more. 

I am also appearing in opposition to a proposal to eliminate from the law 
the outside salesperson exemption and the further proposal to make this exemp 
tion applicable only in the case of outside salespersons who have a net weekly 
earning of $60 or more. 

I am also appearing in favor of Senate bill 1487 by Senators Capehart and 
Curtis, which proposes to put into the current law a definition of employee which 
follows the common-law concept as distinguished from the concept which has 
been applied administratively and in the courts on the theory of “economic de 
pendence” or “economic necessity.” 

In my statement I will cover each one of these various subject matters sepa 
rately and independently of each other so far as may be possible. 


LEGISLATIVE HISTORY 


The original Fair Labor Standards Act was the result of the enactment of 
Senate bill 2475 in the 75th Congress. Legislative proceedings started in 1937 
and were concluded in 1938. 

On May. 24, 1937, President Roosevelt sent a message to Congress requesting the 
passage of a Fair Labor Standards Act, and on the next day identical! bills on the 
subject were introduced in the Senate and in the House. The President’s mes 
sage is contained in Senate Report No. 884 of July 6, 1937. This refers to the 
committee report of the Senate Committee on Education and Labor, which accom 
panied Senate bill 2475. 

On page 3 of this report the President is quoted as follows: 

“Even in the treatment of national problems there are geographical and indus 
trial diversities which practical statesmanship cannot wholly ignore.” 

He said further, 

“As we move resolutely to extend the frontiers of social progress, we must be 
guided by practical reason and not by barren formulas. We must ever bear in 
mind that our objective is to improve and not to impair the standard of living 
of those who are now undernourished, poorly clad, and ill housed.” 

This Senate committee report which contained the above message from 
President Roosevelt to the Congress, at various places referred to the necessity 
of giving consideration to industrial and geographical diversities so as to avoid 
producing “serious economic dislocations.’ The report shows that the committee 
very definitely had before it the idea of doing nothing toward “curtailing op- 
portunity for employment or dislocating industry.” 

Extensive hearings were held in the Senate committee and the bill was given 
very careful consideration on the floor of the Senate whereupon it passed and 
was sent over to the House of Representatives. 

The House Committee on Labor on August 6, 1937, issued its report to accom- 
pany this Senate bill (Rept. No. 1452 of the 75th Cong., Ist sess.). 

The House had been considering its own bill, but promptly upon receipt of the 
Senate bill, consideration of the House bill was dropped and the amendments 
which had been made to the House bill were transferred over to and made a part 
of the Senate bill. 

One of the House amendments was to insert the exemption of those engaged 
in the capacity of outside salespersons. 

The bill went to conference after it had passed the House, and the exemptions 
which I have referred to in this statement were in the bill as it came back from 
conference to both branches of the Congress. It happens that further consid 
eration was given in both branches of the Congress, for under date of April 21, 
1938, the House Committee on Labor issued its Report No. 2182, and on June 11, 
1938 (Rept. No. 2738), Mrs. Norton from the Committee on Labor submitted 
a conference report to accompany the Senate bill. 

Before final enactment the exemptions were taken out of the definition of 
employee and were placed in a separate exemption section. 


78155—56——42 
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These House committee reports show the same due care and regard for avoid 
ing the enactment of provisions which would curtail opportunities for employ- 
ment or dislocate industry. : 

It was this consideration and care which lead the Congress to provide cer 
tain exemptions, and those two exemptions in which our people are primarily 
interested have seemed to work without bringing about any conditions incon 
sistent with the purpose for which the legislation was adopted. 

It is believed that those exemptions then constituted wise and thoughtful 
legislation and that nothing has since occurred to indicate the desirability of 
their elimination or modification. , 


EXECUTIVE AND ADMINISTRATIVE EMPLOYEE EXEMPTION 


Under the present law and regulations an executive receiving net compensa- 
tion of $55 per week or more is not covered by the minimum wage or maximum 
hour and overtime provisions of the law. An administrative employee is not 
covered if he receives $75 per week. 

Based upon a 40-hour week, this amounts to an hourly wage of $1.37 for 
executive employees and $1.87 for administrative employees. It will be noted 
that both of these figures are appreciably in excess of any minimum hourly 
wage standard which is before this committee for consideration. 

If a $6,000 floor is tied to this exemption and it becomes economically im- 
possible to continue these persons as executives or administrators at the $6,000 
level, they will either lose their jobs or fall back on an hourly wage scale which 
may or may not be higher than the hourly wage as I have just computed it under 
present law and regulations. 

There are, of course, executive and administrative employees who are re- 
ceiving up to or beyond $6,000 per year. These higher rates of pay are war- 
ranted only because they are economically possible. 

In marketing and distribution operations the consumer dollar can carry only 
so much overburden of selling expense. There would be no difficulty in meet- 
ing a $6,000 floor if the administrative employee produced sufficient business to 
pay that wage or salary and leave enough over to pay for other costs of the 
employer's operations, with some profit in addition. 

I am referring to administrative employees as distinguished from executive 
employees here because many direct selling companies have administrative em- 
ployees out in the field in charge of sales promotion. Results of the sales pro- 
motion of these administrative employees can be easily computed and if this 
high floor, together with other expense, makes this administrative area a los- 
ing proposition, then what happens to the administrative employee? He is out 
of this class of employment because of nothing else but economic necessity. 

There hasn’t been time in which to make a survey to cover actual facts in 
this particular phase of selling operations, but it is very reasonable to assume, 
and I am morally certain that administrative employees in the field who pro- 
duce sufficient business to warrant a $6,000 annual salary are few and far 
between. 

Getting back into the branches, offices, and factories of these companies as 
well as any other industrial or marketing operation, as distinguished from ad- 
ministrative employees in field work, it is safe to say that most of the junior 
executives and junior administrative employees are somewhat under the $6,000 
annual salary mark. In our method of distribution most of these office and 
factory executive and administrative employees are engaged in sales promo- 
tion, and again comes up the question, What will the consumer dollar stand 
by way of selling expense? 

It would appear that in all business areas throughout the United States, 
including such operations as manufacture, marketing and distribution, banking 
and financial houses, trust companies, etc., the $6,000 floor will create a serious 
upheaval and dislocation. 

Careful consideration should be given to the proposition that the placing of 
this floor in this exemption would have its most disastrous impact upon the 
small-business man, small banker, small manufacturer, etc. In many com- 
munities the president of the company scarcely gets a salary of $6,000 per year. 

Junior executives and administrative officers are usually young people, am- 
bitious to succeed and to obtain promotions. They are more interested in the 
success of their work than in the amount of time put in. If these persons are 
put back on the time clock and lose their executive or administrative classifica- 
tions and in most cases are forced to close up their desks when the bell rings, 
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there is gone the chance and incentive of exploiting an ambition toward promo 

The supply of senior executives comes largely from the junior classifica 
tion, and all the way, across the board, business and industry are hurt, and no 
good has been done for the individual by adoption of the proposed $6,000 floor 


provision 
ELIMINATION OF OUTSIDE SALESPERSON EXEMPTION 


Under the National Recovery Act extensive hearings were held as to whether 
or not outside salespersons should be covered by the standards set up by that act. 
\t the conclusion of the hearings General Hugh Johnson and his staff ruled that 
it would be impractical to cover such persons. 

When the fair labor standards legislative activity commenced, a very consider 
able amount of attention was given to this same question, particularly in the 
House. The House concluded to insert this exemption in its redraft of the Senate 
bill. Its conclusions must have been satisfactory to the Senate, for this amend- 
ment raised no controversy. 

The exemption is based upon practical considerations. It may be said that, 
with almost no exceptions, an outside salesperson operation affords no possibility 
of control or regulation by the concern whose merchandise is invoked. The sales- 
persons activities are performed away from any observation of the supplier of 
the merchandise. He may carry on selling activities as little or as much as he 
may desire. He may take vacations whenever he wants to and he is in complete 
control of the time he puts in. 

None of the elements of employment are present which give the supplying com- 
pany a basis for controlling time put in. No matter how much the concern 
supplying the merchandise should want to control such persons, it is impossible 
to do so. 

At the time that inclusion of outside salespersons under NRA was becoming an 
administrative question, a survey of outside sales persons in direct selling was 
taken, and the result of this survey constituted a fair sample of the entire indus- 
try. It developed that less than 10 percent of salespersons in this method of dis- 
tribution put in 20 hours or more per week in selling time. The other 90 percent 
put in time running downward from 20 hours a week to 2 or 3 sales transactions 
per year. 

There need be no minimum-wage or maximum-hour standards for a salesperson 
in this field who will put in actual selling time of 20 to 40 hours per week. 

Where 9 out of every 10 salespersons are only part-time workers and where 
it is a practical impossibility to get them to work a full week, week after week, 
an amendment to this act putting them under wage-and-hour and overtime stand- 
ards would mean that most of them would have to be dropped as a matter of eco- 
nomic necessity. 

This, of course, would be a hardship on them as well as upon the supplying com- 
pany. Many of them are housewives trying to augument the family income. 
Many of them are housewives who sell seasonally only and then probably make 
each season not more than 25 to 30 sales transactions. Many are part-time men 
who have another means of income and find spare time in which to increase such 
income. Many carry on their selling activities only when the weather is 
favorable. 

Others carry on such activities until their income therefrom has reached a 
point which they have aimed at; for instance, enough to buy a radio, a TV set, 
a washing machine, etc, etc. 

These are only some of the reasons which are submitted to show how im- 
practical it would be to eliminate the outside salesperson exemption and bring 
these people under the wage, hour, and overtime standards. Certainly the mak- 
ing of this change in the law would do no good to these persons nor to the compan- 
ies supplying the merchandise which they sell. 

With very few exceptions these individuals are classified as self-employed under 
the Social Security Act and the unemployment compensation law. They are 
so classified because in those acts there is a definition of employee which follows 
the common-law concept. 

This may well raise a question in your mind as to why I am opposing the 
elimination of the outside salesperson exemption under the Fair Labor Standards 
Act, which act applies only to employed persons raher than self-employed persons. 

There is a very adequate answer to this question, and that is that there have 
been a number of court devisions and many administrative rulings applicable to 
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the various types of social legislation wherein the term “employee” was not 
defined. 

Until the Labor Relations Act was amended to specifically exclude independent 
contractors, that act was construed to include and cover various classifications 
who, because of this change, are now considered as self-employed. 

Until Congress passed Public Law 642, 80th Congress, chapter 468, seeond ses- 
sion, putting the common-law definition of employee into the Social Security Aet 
and the Unemployment Compensation Act, outside salespersons were being ad- 
ministratively brought under these acts, though many of them were retailers 
trading on their own account, and others were independent contractors. The 
administrative position was upheld by the United States Supreme Court in the 
Silk case (hereinafter cited). 

At the time that the Congress enacted Public Law 642, previously referred to, 
the Senate and the House committees referred to the decisions of the United 
States Supreme Court which had departed from the common meaning of the 
word “employee” and showed an intention that when social legislation was being 
enacted, the Congress had in mind no new meaning for that word. Up to now 
whenever the Congress has had the question before it, it has disagreed with the 
line of decisions of the Superior Court and has adhered detinitely to the common- 
law concept and has asserted that where legislation containing the word “em- 
ployee” has been enacted, the commonly understood meaning of the word was in- 
tended. 

ADMINISTRATIVE, COURT, AND LEGISLATIVE HISTORIES 


The following United States Supreme Court decisions, based upon administra- 
tive rulings and interpretations in respect to the Federal acts involved show 
that the official idea became prevalent to the effect that in the passage of legis- 
lation of a social nature the common, usualy meaning of the word “employee” 
was departed from. 

NLRB vy. Hearst Publications, Ine. (322 U. S. 111-128-129; April 24, 1944) 
(National Labor Relations Act). 

Walling, Wage and Hour Administrator v. Portland Terminal Co. (330 U. S. 
148, 150, 151; February 17, 1947) (FLSA). 

U.S. v. Silk (331 U. S. 704; June 16, 1947) (Social Security Act). 

Harrison v. Greyvan Lines, Inc. (331 U. 8S. 707; June 16, 1947) (Social Security 
Act). 

Rutherford Food Corporation v. McComb, Wage and Hour Administrator 
(331 U. S. 722; June 16, 1947) (FLSA). 

A check of these cases will show that administratively and by court decision 
the interpretation placed upon the word “employee” under the Fair Labor 
Standards Act followed the interpretations established in the Supreme Court's 
interpretation in decisions under the Social Security Act. 

The first and leading case establishing the broadened scope of the meaning of 
the word “employee” was the decision in the Hearst Publications, Inc., case. 
Other later cases coming up under other social statutes approved and followed 
that case and rejected the common-law doctrine as the yardstick of coverage. 
These decisions set up a new yardstick which might be briefly described as “the 
purpose of the act doctrine.” In respect to all of these social laws, with the 
exception of the Fair Labor Standards Act, the Congress has specifically disagreed 
with administrative rulings and rulings of the United States Supreme Court. 
The Congress has not yet gotten around to the giving of legislative attention to 
the meaning of this word as used in the Fair Labor Standards Act; hence, even 
persons who because of amendatory legislative enactment fall into the self 
employed classification under the other social acts could still be administratively 
and in the courts ruled to be employees under this act. 

The report of the Committee on Ways and Means, No. 1319, 80th Congress, 
2d session, specifically disagrees with the interpretation placed on the word 
“employee” in the Silk, the Greyvan, and the Bartels decisions. In this report 
it is stated: 

“The legislative history of the 1989 amendments, as shown in the appendix to 
this report, shows conclusively that the Congress intended to follow the usual 
common-law rules in determining whether an individual is an employee.” 

This report accompanied House Joint Resolution 296, which upon passage 
became Public Law 642 of the 80th Congress. The foregoing report, on page 
3, refers specifically to its disagreement with the decision of the Court not only 
in the Hearst case but in the Silk case. 
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The introduction of House Joint Resolution 296 shortly followed the pro- 
posal of the Treasury Department to issue new regulations based on the Silk 
ase which “would supersede the common-law test, also known as the control or 
tort test, used to determine whetber a master-and-servant relationship exists.” 
(See p. 4 of above House Committee report quoting from an official press release 
referring to the proposed new regulations. ) 

Paraphrasing, this report on page 4 went on to say that under the proposed 
regulations the question of coverage will be determined not by the Congress 
but by the Social Security Agency, the Treasury, and the courts, saying further 
that “this is especially true since the existing regulations (which followed the 
common-law doctrine) correctly interpret the intent of Congress.” The report 
then goes on to refer to practical considerations of applying the act to persons 
who are not truly employees. 

Another very pertinent statement appearing on pages 4 and 5 of this report 
is as follows: 

“To say that the relation of employer-employee exists is mere name calling, 
and applying a test such as ‘economic dependence’ to the situation does not change 
the fundamental fact that either the tax law or the existing contract and rela- 
tionship must be abrogated. In other words, basic realities, not ‘economic de 
pendence,’ of necessity determine the limits of application of a payroll! tax, and 
these basic realities are necessarily determined by the common-law rule of right 
to exercise direction and control.” 

{s an appendix to the report commencing on page 7, there is a memorandum 
containing references to legislative history re the employer-employee status for 
social-security purposes. Based upon the United States Supreme Court decision 
history on the subject matter, it will be found that the differences between the 
Supreme Court and the Congress on the meaning of “employee” have been 
parallel and uniform throughout all of the social legislation which came into 
operation following 1936. 

After passage in the House, House Joint Resolution 296 (Public Law 642) 
went over to the Senate where extensive hearings were held. The Senate Com- 
mittee Report 1255 to accompany this legislation goes into very considerable 
detail on what the Congress intended as the meaning of the word “employee” in 
social legislation and refers to the then Treasury regulation issued under the 
Social Security Act, saying on page 3, “This regulation correctly interprets the 
intent of the Congress when it adopted the Social Security Act.” (This regula- 
tion followed the common-law concept.) The report on the same page reads: 

“Usual meaning is inherent. The usual meaning of employee is natural in the 
scheme of the act. This is manifest on the report of the Committee on Economic 
Security transmitted to the Congress with the President’s message of January 
17, 1935, recommending social-security legislation.” 

On page 7 this report refers to the Silk, Greyvan, and Bartels decisions (these 
cases setting up the broader concept of the meaning of the word “employee’’), and 
then states: 

“But we repeat, if it be argued that the Supreme Court decisions establish a 
new definition of ‘employee’, then it is the purpose of this resolution to reestab- 
ish its meaning according to the usual common-law rules, realistically applied.” 

This report on page 10 condemns the “economic reality” doctrine which was 
based upon administrative interpretation and United States Supreme Court de- 

isions which have been cited. 

On page 13 of the report the committee refers to the Silk, Greyvan, and Bartels 
cases as setting up the “economic reality” doctrine under the Social Security Act, 
referring to the fact that in those decisions the United States Supreme Court 
prefaced the same with the statement that application of social security legisla- 
tion “should follow the same rule that we (the Court) applied to the National 
Labor Relations Act in the Hearst case.” 

The foregoing historical matter has been included in this statement for the 
purpose of supporting the claim that the administrative attitudes and the atti 
tude of the United States Supreme Court with respect to all of the various types 
of social legislation has been to enlarge the meaning of the word “employee” 
beyond the common-law concept and that this trend was stopped by action of the 
Congress amending all of these social laws except the Fair Labor Standards Act. 
This means that individuals commonly not considered employees can be brought 
under the Fair Labor Standards Act, theugh for the purpose of all other laws the 
Congress has provided that they are not employees. 

This is an important point because if the exemption of outside salespersons 
now in the act were eliminated, these self-employed persons could be brought 
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under the act despite the fact that the companies with whom they are connected 
have no right or means of meeting the requirements of an employer-employee 
status, and despite the fact that if such persons were brought in by reason of the 
repeal of the mentioned exemption, a complete upheaval would occur in the busi- 
ness of all these companies and despite the fact that the application of the stand- 
ards laid down in the act would require severance of connections with an over- 
whelming majority of these salespersons. 

Furthermore, the elimination of this exemption would bring about a condition 
in the case of those few direct selling companies which now operate on an em- 
ployer-employee basis with their outside salesperson personnel which would 
create for them a terrific upheaval. Minimum wages, maximum hours, and over- 
time standards cannot successfully be applied to any outside salesperson, whether 
he be treated as an employee or as an independent contractor under the common- 
law concept. 

The very nature of the relationship between an outside salesperson and his com- 
pany makes it impossible for the company to control time put in and to obtain 
basic information necessary for the company to have in meeting its obligations. 

The repeal of this amendment would bring about a myriad of administrative 
activities and a myriad of court decisions, unfortunately restoring the same bad 
situation which resulted and continued under the Social Security Act until that 
act was amended to define “employee” in accordance with the commonly and 
traditionally accepted meaning of that word. 

In the administration of State minimum wage acts the situation has been as 
. hereinafter stated. Many of the States have for years had minimum-wage laws, 
and these laws by their context either do not cover outside salespersons or pro- 
vide an administrative exemption. 

These State acts, without regard to the question of employer-employee rela- 
tionships have always been administered to exclude outside salespersons. 

Hither by administrative acts or in retail wage orders under these State acts, 
the following condition exists: 

Special exemptions for outside salespersons have been set up in Connecticut, 
New York, and Massachusetts. 

California covers only employees working under conditions which indicate that 
the employer has reasonable control over the hours worked by the employee; 
hence no outside salespersons have been covered. 

In Utah an official order provides coverage only for those who have definite 
hours of employment and those working on the premises of the employer or at a 
prescribed place of work. This eliminates application to outside salespersons. 

The territory of Hawaii has a specific exemption for independent contractors 
identical with that now contained in our Fair Labor Standards Act. 

The Attorney General of Wyoming has ruled that minimum wage controls do 
not apply to canvassers, especially where the employer does not exercise any 
control over the hours of employment. 

Quite some time ago the board of appeals in the administration of the Minimum 
Wage Law of New York issued a ruling holding that the department’s retail 
trade order could not be applied to outside salespersons regardless of their tech- 
nical legal relationship with the supplying company. 

During the past several years wage-and-hour standard bills patterned largely 
after the Fair Labor Standards Act have been consistently introduced in most of 
the State legislatures. None of these bills, however, have been passed until, 
during the State legislative sessions of 1955, acts of this kind were enacted by the 
legislatures of the States of Idaho, New Mexico, and Wyoming, and as enacted, 
this legislation in each case contained the outside salesperson exemption. 

It is of important significance to note that in all bills of this kind introduced 
this year which received serious consideration the outside salesperson exemption 
was included in the original bill or inserted by amendment. Some of these bills 
are still pending. 


MODIFICATION OF THE OUTSIDE SALESPERSON EXEMPTION 


Proposals have been made during the last two or three sessions of the Congress 
to put a $60 weekly income floor into this exemption. This would be practically 
as detrimental to this method of distribution as would be the repeal of the 
exemption, and for the same reasons as I have heretofore stated. 

It is important for the committee to know that probably 60 percent of al! 
outside salespersons carry the lines of two or more supplying companies. !: 
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the case of such people, who would furnish the $60 floor? How could it be 
apportioned? This brings about an impossible situation. The only solution as 
i matter of economic necessity would be to discontinue relationships with any 
such multiline salespersons. This would not be good for the supplying compan) 
or the salesperson. Being truly independent, he has a right to carry as many lines 
as he desires. 

Furthermore, we come back to the very important point—how much can the 
consumer dollar stand and permit a successful selling operation? 

Outside salespersons being totally free as to time put in, and actually uncon 
trollable on such point, a $60 floor would fill the ranks with $60 weekly coasters 
One other very important point on this question is that as previously stated, 
not over 10 percent of all outside salespersons in the direct selling method of 
distribution put in 20 hours of selling time per week. The 90 percent work 
spasmodically, seasonally, or as they choose. The important question is, what 
would happen in the case of such part-time operators? 


PROPOSED AMENDMENT TO DEFINITION OF EMPLOYEE 


Senate bill 1437, by Senators Capehart and Curtis, is now before this committee 
for consideration. It proposes to define the word “employee” as follows: “but 
such term does not include (1) any individual who, under the usual common 
law rules applicable in determining the employer-employee relationship, has 
the status of an independent contractor, (2) any individual who is not an 
employee under such common-law rules.” 

The passage of this bill would make the Fair Labor Standards Act conform 
closely to all of the other Federal social acts in respect to the meaning of the 
word “employee.” 

Its adoption would eliminate administrative difficulties and would tend toward 
stopping a multiplicity of litigation. 

I certainly recommend that this bill be given favorable consideration. 


CONCLUSION 


The proposed $6,000 floor on executive and administrative employees, if 
adopted, will create a terrific upheaval and dislocation throughout all business 
areas. It will disrupt and injure the direct selling method of distribution to an 
especially severe extent because in this business our companies not only have 
inside executive and administrative employees, but a large number of administra 
tive employees operating in the field away from any place of employment or 
observation of the connected company. 

On top of this, repeal of modification of the outside salesperson exemption, 
being entirely impractical and unrealistic in effect, will cause to us a further 
terrific upheaval. 

Without this exemption traditional agreements and procedures inherently 
necessary in this business will have to be abandoned. 

It is a result of this kind which President Roosevelt undoubtedly had in mind 
in his message to the Congress wherein he advised that “industrial diversities” 
could not be ignored, and where he said that in enacting this legislation, “We 
must be guided by practical reason and not by barren formulas.” At this time 
there was similar thinking and planning by Members of the Congress which re- 
sulted in the establishment of the outside salesperson exemption as well as the 
exemption of executive and administrative workers, 

I am convinced that it is the desire of this subcommittee and of the Congress 
to do the most good for the most people by way of any amendments to this act 
which may be adopted by this Congress. I submit in all seriousness that the 
adoption of the proposals just referred to will hurt many, not only the companies 
involved, but the executive and administrative employees, and practically all 
outside salespersons, without doing any good whatsoever for any of them. 

It is submitted that there are no evils involved in the area of these exemptions, 
at least in the direct selling field of distribution; and it is respectfully urged 
that no changes be made in the exemptions covered in this statement. 

It is further respectfully urged that favorable consideration be given to your 
approval of S. 1473. 

I offer this statement for entry into the records of these hearings. 

I thank you. 
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STATEMENT OF NATIONAL FEDERATION OF INDEPENDENT BUSLNESS, GEORGE J. BURGER. 
Vice PRESIDENT, WASHINGTON, D. C. 


In lieu of personal appearance before your committee which is now holding 
hearings on numerous bills extending wage and hour coverage to include ad- 
ditional retail establishments, we request that this message be read into the 
record of the public hearings and made a permanent part of the hearings. 

As Members of Congress well know, the federation membership is comprised 
exclusively of independent business and professional men, all voting members, 
numbering approximately 100,000, which membership is located in all the 48 
States. 

Small individually owned retail establishments are facing a struggle to exist 
due to the inroads of large corporate interests operating in the retail field 
They are also plagued with increased taxation from local, State and national 
levels, which adds further to their inability to maintain their establishments. 

The truth of the matter is, as we review the situation from actual experience 
of owning and operating independent establishments, that any independent busi 
nessman owning and operating his own retail establishment must, as a first 
requisite, have the loyalty and goodwill of his employees. Otherwise he will 
speed his own destruction. It is our belief from close contacts with small in- 
dependent business establishments that the successfully operated businesses 
have no need for Government intervention through regulations insofar as em- 
ployer-employee relations are concerned, be they financial or harmonious working 
conditions within the establishment. 

We would urge your committee in its present study of wage and hour ex- 
tended coverage to make a thorough survey of the administration of the present 
law to see that undue hardships are not created through improper interpreta- 
tions at the local level and that when the rule is applied at the local level it 
should apply to all in an area in a particular business, and all such businesses 
should be so notified, and before any interpretation is placed as to whether a cer 
tain line of business comes under the wage and hour act there should be a com 
mon sense approach to what constitutes interstate business, in the full sense of 
the word. 

We thank you for your cooperation and again request that this message be 
read into and made a permanent part of the public hearings before your com- 
mittee. 

GEORGE J. BUBGER, 
Vice President, National Federation of Independent Business, Room 
704, Washington Building, Washington, D. C. 


STATEMENT OF THE OFFICERS OF THE NEW YorRK City HOTEL AND CLUB EMPLOYEES 
Union, Loca 6, AFL-CIO, New York, N. Y. 

This statement is submitted in behalf of the 27,000 members of this local 
organization. Approximately 23,000 of these members are employed in hotels, in 
the banquet, bar, dining room, kitchen, laundry and housekeeping departments. 
The other members are employed in the private membership clubs. 

We wish to make it clear at the outset that we are not seeking the extension 
of the law to cover these workers as a means to obtain for them by law a wage 
higher than the one now provided for by contract. It is not our funetion to 
engage in collective bargaining with the Government. Our members would 
not stand to benefit from extended coverage of the present Federal minimum 
wage of $1 per hour to the hotel industry. Like a substantial portion of the 
labor movement, our members derive the benefit of a strong and well-organized 
union. 

However, we do believe that our workers are entitled to the protection of 
the law in establishing for them a floor on their wages. Such protection would 
redound not just to them, but would have a sound effect on the economy as a 
whole. It would serve as a protective devise, a form of insurance against the 
tragic efforts of a recession. 

Such a floor is a necessity, not only for these New York City workers, but for 
all hotel workers in New York State. As of February, 1956, when the average 
weekly earnings of industrial workers in New York State was $77.39 per week 
for all manufacturing and $85.94 per week in the durable goods industries, 
the average weekly earnings for New York State hotel workers in all year round 
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hotels Was $50.91 per week. These workers are least able to withstand any kind 
of cutback in wages in the event of a recession and have the least savings to 
fall back on in periods of unemployment. Further, the overall New York State 
average of $50.91 per week does not adequately reflect the actual wage levels of 
the hotel workers outside of New York City. The average weekly earnings for 
New York City of hotel workers, 95 percent of whom are covered by union con 
tracts for that period was $53.42 per week. To average the New York City figure 
with those of the rest of the State when over 50 percent of the workers in this 
industry in New York State work in New York City, tends to distort the State 
average considerably. 

The workers employed in the resort and seasonal hotels in New York State 
are considerably worse off. Incidentally, these workers are for the most part 
unorganized. There are according to the New York State Labor Department, 
approximately 50,000 workers employed in this section of the industry on July 
1, 1953. (This is unfortunately the latest figure available and all data on 
wages and hours in the resort and seasonal hotels that follow are also of that 
date). 

The average hourly earnings of these 50,000 workers covered by the survey 
was 57 cents per hour. While the State labor department is now engaged in a 
survey to determine the more recent wages, the increase is not likely to be of 
a substantive amount if past experience may be considered a criterion. For ex 
ample, between 1948 and 1953 the average hourly wage rose 6 cents per hour 
in the resorts and seasonal hotels. 

In any discussion of earnings in the hotel industry the question of tips arises 
and industry argues that average weekly earnings do not present a true picture 
because of the tips and also the lodging and meals provided. However, the same 
survey indicated that chambermaids “who received tips average 42 cents an hour 
in cash earnings, while those who did not average 77 cents; similarly, chamber 
maids who received meals and lodging had average cash earning of 39 cents, 
while those who received only meals had an average of 72 cents, and those who 
received neither average 79 cents.” 

We have in New York State a minimum wage board that sets minimum rates 
for the hotel industry. We are certain from past experience that this systen 
of industry wage boards is antiquated and operates inefficiently, at least with 
respect to our own industry. As a union, we have supported and still do, a 
statewide minimum wage applicable to all industries that are clearly engaged 
in intrastate commerce. 

To illustrate the inefficiency: at the present time a Federal minimum wage 
of $1 per hour is and has been in effect since March 1, for all of those in 
dustries engaged in interstate commerce. The minimum rate for New York 
City hotel workers in the nontipping classifications is still 75 cents per hour 
and for the remainder of the State 72 cents per hour. 

The cost-of-living figures do not bear out the need for a differential of 3 cents 
per hour between New York City and the rest of the State but historically 
that differential has existed and while labor pressure has succeeded in narrow 
ing it, it is still with us. 

We do not know when the New York State minimum will be brought into line 
with the Federal minimum. Commissioner of Labor Isadore Lubin has been 
stating publicly since July 1955, that he intends to deconvene the hotel minimum 
wage board covering our industry, but thus far he has not done so. Our in- 
formation is that the hotel industry board will not sit until this fall and with 
the months of hearings that will naturally follow, it is likely that the State 
minimum will be unchanged for at least another year. 

And while this lag persists, the chambermaid in a New York State resort area 
will still be entitled to only $24 per week and if she receives 3 meals a day and 
lodging, her employer need only pay her $12 per week. We submit that not 
only is this inefficient operation of State minimum wage boards, but also that 
the standards set by such boards are totally inadequate in providing workers 
with a decent or minimum standard of living. And, as always, it is the unor- 
ganized who are suffering the effects of such standards, and who are in turn 
jeopardizing the gains of those people who do belong to unions. 

One of the most frequent industry arguments against the coverage of the hotel 
industry by the Fair Labor Standards Act is that the wages that the industry 
would have to pay would price the cost of a hotel room and a restaurant meal 
beyond that which the average consumer could pay. 
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This kind of an argument is patently absurd. Is a hotel to stay in business 
only if the workers subsidize the operation by being paid less than $40 per week? 
This at a time when the United States Labor Department says that the aver- 
age city worker needs an average weekly wage of $82.90 per week to maintain a 
“modest but adequate living.” 

The hotel industry, despite all protestations to the contrary can afford to pay 
decent wages. The twenty-fourth annual study by Horwath & Horwath, a well- 
known firm of hotel accountants for the year 1955 indicated that “this year 
(1955) was one of the most remarkable in the recorded financial history of our 
country’s hotels.” 

The sales index number of the industry (the index is based on total sales, 
including room sales, restaurant sales, room rate and number of occupied rooms 
with 1929 as a base of 100) was 224 for the year 1955, the highest that it has 
ever been. The return to the hotel industry in profits for 1955 was 6.90 percent 
on the fair value of property. 

The hotel industry also claims that they cannot afford a minimum wage of $1 
per hour because their room occupancy is down. When they say down, they 
mean the hotels aren't as filled as they were during the war years. But oc- 
cupancy figures in themselves are meaningless, they must be considered along 
with room rates. The average rate of a hotel room in 1942 when the hotels were 
running 73.33 percent of occupancy was $3.53. In 1955 when the occupancy was 
71.67 percent, the average rate of the hotel room had gone up to $7.50.’ 

The hotel industry also has claimed in the past that this is an industry that is 
purely local in nature and not subject to laws regulating interstate commerce. 
We submit that it is not a local industry, nor are the operations small ones em- 
ploying handfuls of workers. The attached chart, exhibit A presents a break- 
down of the numbers of establishments and workers in all-year-round hotels in 
New York City and in New York State. Again these figures are for 1953, the 
latest ones available from the New York State Department of Labor. The totals 
included in the survey represent according to the State labor department, 463 
hotels employing 48,677 workers, or approximately 75 percent of the workers in 
this branch of the industry. 

Our argument, however, is directed to the fact that the hotel industry is in fact 
a part of interstate commerce and cannot be reasonably considered otherwise. 
The original exclusion of this industry from the act when it was first passed in 
1939 was based, as Secretary of Labor James Mitchell pointed out in the hear- 
ings last year, on the idea that a uniform minimum wage rate might bring with 
it administrative and economic difficulties in some business. Secretary Mitchell 
further pointed out that the real test should be ownership and control. 

The hotel industry in New York City is not local in nature. The larger hotels 
in New York are neither owned nor controlled on a local basis. Basically, these 
are multistate enterprises with personnel policies, financing, and management 
formulated on a chain basis. 

The hotel industry in New York City is a kind of built-in monopoly. There has 
been no new hotel construction since the Carlton House was opened in 1951. 
And even now when the Hotel Association of New York has announced that $30 
million will be spent this year for hotel expansion, the bulk of the money is not 
earmarked for new construction. Rather it will be spent for modernization that 
will result in even greater value of the existing hotel properties. Yet because 
of the volume of business that is done and because these are profitable operations, 
there is a great deal of changing of hands that goes on. When a hotel is sold it is 
almost without exception to already existing chains. When the exceptions do oc- 
cur, as one did recently in the sale of the Lincoln Hotel, the hotel was acquired by 
William Zeckendorf, whose real-estate holdings are vast. Also in the past he has 
acquired hotels such as the Astor, which he in turn sold to the Sheraton Corp. 

There is nothing inherently wrong with this. It can undoubtedly result in 
greater efficiency in management and because of various tax provisions provide 
greater profits for the owners. 

What is wrong is that the workers employed in these hotels are still considered 
under law as working for local employers. 

We have a specific breakdown of the New York City hotels employing our union 
members—hotels that are part of chain operations on a multistate basis. There 


are over 10,000 workers in this one local union that fall into this category. See 
exhibit B. 


1Horwath & Horwath, Hotel Operations in 1955, operating ratios of 100 hotels located 
in 50 cities. 
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,nother argument to show that by and large hotels are engaged in interstate 
mmerce is the recent suit by the United States Justice Department against 
the Hilton Corp. The suit charged the Hilton Corp. with being a monopoly, and 
was settled when the corporation sold the Roosevelt Hotel in New York City 
and other hotels in other cities. 

If the position of the AFL-CIO were adopted as outlined by President George 
Meany when he appeared before this committee and asked that all hotels be 
yrought under the act that do an annual business of $500,000 or more, many 
f the other hotels in New York City would also be affected. 

For example, there are chains such as Spencer Taylor hotels that have seven 
hotels in New York City—The Madison, One Fifth Avenue, Beaux Arts, the 
Surrey, the Mayflower, Peter Cooper, and the Towers. These particular hotels 
employ another 700 of the members of our local union. (See attached exhibit C 
for a listing of chains operating only in New York State.) 

Another indication of the interstate nature of New York City hotel operations 
is the people who stop at the hotels. Certainly New York City, which in many 
ways is the hub of the world, is not just housing people from the State in the 

itels. The New York Visitors Bureau estimates that an average of 13 million 
people every year spend at least 1 night in a New York City hotel. Some of 
them are the people who come in for the over 700 conventions which were held 
in New York City last year. There are others who come into New York to 
transact business in the garment and textile industries, in the advertising, ship- 
ping, television, and publishing industries. Space does not permit listing here 
the major corporations of this country that have their head offices in New 
York City. All of the people staying in these hotels are affecting, and are en- 
gaged in, interstate commerce. 

To sum up, we contend the workers in this industry are in need of Federal 
coverage if the purpose of the act that is “to correct and eliminate labor condi- 
tions detrimental to the maintenance of the minimum standard of living necessary 
for health, efficiency, and general well-being” is to be fulfilled. Further that the 
hotel industry is in a position to pay adequate wages and that the hotel industry 
is indeed one that is engaged in interstate commerce. 

We would appreciate the opportunity of appearing before your committee 
to amplify the information contained in this statement. 


ExHIsit A 


Estimated number of establishments and workers ana numbers included in 
the survey by size of establishment, all-year hotels, April 1953 


NEW YORK STATE 


Number of establishments | Number of workers, total 


Size of establishment | a Son ee ore 
Estimated In survey Estimated 
total total 


In survey 


Total 4, 378 | 463 64, 580 


9 workers 
| to 24 workers 
25 to 49 workers___......_-. 
%) to 99 workers____.__. 
10) to 199 workers __ 
20 or more workers -.--- -- 


1 to 9 workers.......-- ‘ 
to 24 workers.-_-_----- 

25 to 49 workers. __--- 

%) to 99 workers _- 


a 
200 or more workers........--------- 


Souree: New York State Department of Labor. 


3, 757 | 143 


| 


299 | 65 | 


124 62 
82 79 
51 5O 


65 | OH 


NEW YORK CITY 


2, 749 
2, 400 | 
135 
69 
58 
35 


52 | 


10, 390 
, 520 


4 

4, 26) | 
5,720 | 
7, 399 


32, 300 
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Exureit B 


Over 10,000 of the members of this local working in the hotels are employed 
in hotels that are part of chain operations. In New York City the following 
hotels are controlled by corporations that have hotels in States other than Ney 


York. 


Hilton Hotels Corp. : 

New Yorker 

Plaza 

Statler 

Waldorf Astoria 
Carter chain: 

Dixie 

George Washington 


Heritage Hotels Management Corp. : 


Martinique 
President 
Forrest 
Collingwood 
Mayfair 
Shelbourne 
Bryant 
Le Marquis 
Martha Washington 

Kirkeby Hotels: 
Gotham 
Hampshire House 
Warwick 

Knott Hotels Corp. : 
Forest Hills Inn 
Berkshire 
Fairfax 
Laurelton 
New Weston 
Pickwick Arms 
Wellington 
Winslow 

Roger Smith Hotels Corp. : 
Roger Smith 
Park Crescent 


Tisch Hotels, Inc.: Belmont Plaza 
Sheraton Hotels: 
Astor 
Park Sheraton 
McAlpin 
Russell 
Dreier Hotel Co.: 
Piccadilly 
Riverside Plaza 
International Hotels, Ine.: Prine 
George 
Harris Hotels: Knickerbocker 
Sonnabend-operated hotels: 
Ritz Tower 
Roosevelt 
Munger Hotels: 
Vanderbilt 
Windsor 
Lebis Hotel Management Corp. : 
Bossert 
Holland 
Realty Hotels, Inc. (this chain does not 
have any hotels outside of New York 
City : however, the chain is owned bs 
the New York Central R. R.): 
Biltinore 
Barclay 
Park Lane 
Hertfield Hotels: 
Granada 
Buckingham 
Chatham 
Woodstock 


Source : 1955-56 Directory of Hotel Systems published by the American Hotel Associatio: 


Directory Corp. 


ExHIBItT C 


Hotels in New York City owned by hotel chains operating only in New York 
State. 


Bing & Bing, Inc., management: 
Alden 
Dorset 
Drake 
Marcy 
Taft 

Portnof : 
Cameron 
Emerson 
Gregorian 
Park Plaza 
Robert Fulton 
Wolcott 


Royal Crest Hotels: 
Abbey 
King Edward 
Sheiton 
Spencer-Taylor Hotels: 
Madison 
One Fifth Avenue 
Beaux Arts 
Mayflower 
Surrey 
The Volney 
Peter Cooper 
Towers 


Source : 1955-56 Directory of Hotel Systems published by the American Hotel A 


Directory Corp. 
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STATEMENT BY Peter W. JANss, Executive SEcreTARY, NATIONAI 


MINERAL FEEDS 
ASSOCIATION, INc., Des Mores, Iowa 


The undersigned, Peter W. Janss, is executive secretary of the National Mineral 


, having its headquarters at 212 Equitable Building, Des 


Feeds Association, Inc. 
Veines, lowa. 
The National Mineral Feeds Association is a corporation not for pecuniary pro 
performing services usually offered by a trade association and is supported by 
e 110 companies. The great majority of these companies merchandise com- 
ercial feedstuffs for livestock and poultry by direct sales thereof to the feeder 
nthe farm. Most of the companies represented by this association originally 
| mineral feeds for livestock and poultry, but at the present time their line of 
erchandise has expanded to cover a full line of protein, vitamin, and mineral 
pplements and some are now proposing the marketing of 
mplete ration feeds by the same method of distribution. This association does 
t represent directly all companies marketing commercial feedstuffs by means of 
lirect selling mechanisms to the customer-feeder nor does it 
y companies who are otherwise engaged in 
rough different means of sales distribution. 
This appearance is undertaken to register before the Senate Committee on 
Labor and Public Welfare opposition to section 9 of S. 662 as it amends section 13 
(1) of the Fair Labor Standards Act and to Section 7 of S. 3310 as it amends 
tion 13 (a) (1) of the Fair Labor Standards Act and all bills presently before 
mmittee of similar import, and to support the passage of S. 1437. 


what is known as 


represent all the 
selling commercial feedst 


T 


I 


irecting our remarks first to the provisions of S. 662, we respectfully submit 
increased statutory salary minimus for administrative and executive em- 
es will have peculiar and particular adverse effect upon all businesses 
ged in selling their merchandise by direct selling mechanisms and passage of 
bill will disorganize and dislocate a substantial segment 
my. 
‘isely stated, 


of our American 


it is a position of this association that increased minimur 
ry levels for executive or administrative employees so engaged 

1. Will substantially reduce employment honestly desired by active, ener- 
setic aspirants to better their economic condition through independent ac- 
tion sparked by individual incentive; 

2. Will seriously disrupt standard patterns of sales promotion long in- 
ulged in by many small concerns in the feed business whose previous opera- 
on in such respect has been devoid of criticism and earnestly supported by 
ts sales employees ; 

3. Will have the effect of actually driving into bankruptcy « 
great many of such concerns ; 

4. Will cause geographical and industrial diversities in the commercial 
feed business tending to produce serious economic dislocations: and 

5. That the employees herein discussed should, in any event, be exempted 
from the act as “outside salesmen.” 

Practically all of the companies selling feeds direct to the customer-feeder 
mpley two kinds of administrative and executive employees. The first cate- 
cory are employed and perform their work entirely upon the actual premises of 
the manufacturing plant or plants owned by the particular concern and are 
hereinafter referred to as “inside employees.” The second category are em- 
vloyed and perform their work at no particular site and are engaged both in 
the recruitment and supervision of other direct selling personnel and in the 
.ctual work of selling the products themselves and are hereinafter referred to 
as “ontside employees.” 

Such outside employees have previously been employed under varying con- 
tract arrangements designed to suit the particular needs of the particular com- 
pany in marketing their several feed products through direct sales. But by far 
the greater number operate under contracts providing straight commissions 
plus overriding commissions. Personnel are recruited by sales managers and 
where necessary are given special training at home office expense and then as- 
signed to a particular geographical territory with purpose to introduce or ex- 
pand the sales of the company’s products in that territory initially by their own 
efforts and in due course by appointing, training and supervising other part- 
time or full-time salesmen who are, in turn, usually given either all or a great 


Yr liquidation 
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part of the straight commission afforded the particular administrative or execy. 
tive employee with the company. 

These companies will appoint State sales managers who will supervise dis 
trict managers who, in turn, sometimes supervise county managers. Under 
the county managers are commissioned salesmen performing only outside sales 
work. The larger of these companies will generally have a well integrated ter- 
ritorial sales structure following geographical lines above indicated. A grea: 
many of the medium sized or smaller companies will, perforce of circumstanc 
bypass or avoid the appointment of a so-called State sales manager and wil! 
enter a new territory with appointment only of a district manager who ma) 
have one or more counties or sometimes will bypass both a State and distric: 
manager and appoint only a manager having a territory coextensive with a sing) 
county. In quite a few instances the smaller companies will find a man in a 
given territory and assign him only a few townships in a county with authorit, 
to appoint subsalesmen under him. Again depending upon circumstances 4 
company will appoint a so-called State manager who, in turn, will actually work 
only a county within that State. The smaller companies attempt to expand 
their sales territory by finding men who will represent them in territories of 
varying size anywhere within a radius conducive to an economical distributior 
of their products. It follows that we find a wide variety of sales employees iy 
these companies who will perform executive or administrative duties with ref 
erence to subsalesmen in widely varying degrees which do not accurately fa 
within the typical sales title which has been assigned to the particular ind 
vidual. For the most part any guaranteed minimum weekly salary to this type 
of manager imposed by the regulations of the Fair Labor Standards Act has 
no economic relationship to the work these men perform and the affect of : 
statutory imposition of these guaranteed minimum weekly salaries compels the 
company to decide whether a particular man possesses a prior commission earn- 
ing record or has a potential commission earning record sufficient to justify an 
artificial guaranteed minimum weekly salary, failing which, the company is 
impelled to either discharge the man or reclassify him to a mere outside sales 
man. 

Some of these employees are full-time salesmen long schooled in direct sell- 
ing and are capable of earning substantial commissions easily in excess of 
the minimum salary levels prescribed by the regulation, but many others are 
retired farmers, young men going to school, or men who operate during their 
“off” season of other regular employment. It is impossible to undertake contro! 
of the hours of work of these men and practically all of them exercise complete 
personal control over the time and the manner in which they perform their 
work. Some will work very hard for a week and then do nothing for 
succeeding week, others will work when they feel like it, and many of the older 
employees will not leave their residence during bad weather. Others will spend 
sufficient time to employ “‘subsalesmen” and then do very little in their own be- 
half. Notwithstanding the varied idiosyncrasies of operation, the method has 
been found successful for distribution of products to the farmer by means 
of direct sales. 

A great many of these men being part-time or semiretired will not earn in 
commissions averaging either $55 or $75 a week, and certainly most of them 
will not earn such amounts in every workweek. There are, of course, others 
who are full-time workmen possessing a record of commission sales quite suff- 
cient to justify guaranteed minimums and v lw have inner compulsions to work 
regularly to improve compensation over su-called guaranteed minimums. But 
by far the greater share would be contrarily impelled if they were guaranteed 
minimum weekly wages. Practically all incentive for working would be lost 
The scheme of distribution would be essentially destroyed. The problem is of 
sufficient seriousness that a great many of the companies now distributing their 
products by this method would be forced to liquidate or otherwise go out of 
business if guaranteed minimum salary levels for administrative and executive 
employees were raised. 

While this association represents some of the major feed companies dis- 
tributing by direct sales it must be understood that the practice of selling 
feeds direct to customer feeders extends through the whole feed industry in 
varying degrees. Recent studies indicate that an increasing number of feed 
companies, both small and large, and manufacturing all kinds of commerci®! 
feeding stuffs, are now beginning to employ the direct selling mechanism. 
Farmers in a great Corn Belt more and more demand service on the farm. 
They are businessmen possessing a substantial investment in the land, machinery 
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and livestock they operate. Their weekly feed purchases are of a kind and 
yolume to attract personal service on the farm. With the increasing advent of 
vitamins, antibiotics, drugs, hormones, and special growth promoting sub 
stances incorporated into the feeds they buy, more and more technical service 
on the farm is required in order to properly use such feeds. All this impels 
feed companies into direct selling as a method for servicing their customers 

The ranchers of the Southwest, again because of their investment and size 
of their business, demand and receive the services afforded by direct sellers 
On the east coast and on the west coast where livestock production in recent 
years has been singularly concentrated in large establishments the customer 
rightly demands and receives personal services on the farm. Poultry raisers 
particularly, with their large broiler houses, laying houses, and hatcheries, no 
longer go to the feedstore and buy their materials off the shelf. The feed 
salesman, and sometimes a whole battery of nutrition experts, serve these cus 
tomers on their respective premises. These needs increasingly compel use of 
the direct selling mechanism in one form or another and all these companies 
of necessity, are or will be involved with the same problems hereinbefor 
described. 

The industrial and geographical magnitude of this inquiry is aptly illustrated 
by the fact that in lowa the feed industry is the third largest enterprise in 
dollar volume. While we cannot accurately portray similar statistics in other 
States we are confident that the whole Corn Belt would, upon investigation, find 
a similar statistical consequence. 

Any dislocation, either industrially or geographically, of the industry which 
performs this extensive and vital service to the agriculture of America remains 
of prime importance to our whole economy. We can, and do, confidently predict 
that any ruling or law which artifically increases the cost of distributing feed 
products and which will tend to mitigate against free competition in this already 
highly competitive field, can and will peculiarly result in added cost to the farme! 
feeder whose present serious economic condition already commands the con 
stant consideration of the best political and business economists of the Nation. 

On page 3 of the Senate committee report which accompanied Senate bill 2475 
(19387), President Roosevelt is reported to have said : 

“Even in the treatment of national problems there are geographical and in 
dustrial diversities which practical statesmanship cannot wholly ignore. 

“AS we move resolutely to extend the frontiers of social progress we must be 
guided by practical reason and not by barren formulas.” 

We here seek to pinpoint a particular industrial area affecting wide geograph- 
ical consequences wherein the application of higher minimum salary levels to 
administrative and executive employees simply does not work to the benefit of 
social progress or the welfare of the people or any substantial part thereof, and 
wherein the particular demands and needs of a substantially important segment 
of our economy requires the preservation of a sales mechanism which has long 
been tested in practice and operation, and which now seems destined to provide 
an increasingly needed service to agriculture. 

We here file no particular brief for a particular minimum salary level for 
inside executive or administrative employees in the feed business except to point 
out that in the industry we here partially represent a great many of the manu- 
facturing plants are located in small communities where beginning salary levels 
do not reach $55 and $75 a week, respectively. We here also point out that 
the existing salary levels for executive and administrative employees are much 
closer to existing salary practices than is the minimum rate of $1 applicable 
to hourly employees. Any increase in such minimum weekly salary levels will 
have different social consequences than an increase in the minimum hourly rate. 
because administrative and executive employees are not and cannot be assigned 
routine repetitive tasks and success in a given employment depends upon indi- 
vidual initiative, incentive, personality, and individual acumen. Upon initial 
employment no employer can successfully tell whether a particular executive 
employee will measure to the needs of the position. Most of them are hired on 
probation with careful and constant evaluation of their performance by superiors. 
If they are found worthy the minimum salary levels are usually exceeded early 
in the tenure of their employment. But to require starting salaries at an im- 
practical rate mitigates against the whole purpose of training and creating com- 
petent executive and administrative employees. A higher rate tends to create 
economic satisfaction in the mind of the employee and certainly reduces the in- 
centive meeded to produce that peculiar initiative necessary in modern business. 
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To begin such an employee on an hourly rate also defeats this essential social 
purpose, because executive duties simply do not follow standard clocked time 
patterns. To a lesser extent, but still significant, beginning administrative em 
ployees are in the same category. They must be free to exercise their talents in 
aid of their individual economic progress. They must be free to serve their 
employers both in and outside of office hours. 

Industry thus needs a beginning salary low enough to invite an employer into 
experimenting with young and promising men, to take a chance in permitting a 
man to prove himself without immediate costly consequences to his employer 
The existing minimum salary levels administratively determined by the Wage 
and Hour Division work fairly well in these respects except in small businesses 
and we suggest that any increased minimums will seriously mitigate against the 
welfare of small business generally. 

This association on the other hand herewith earnestly requests your deter- 
mination against raising minimum salary levels for outside executive and ad- 
ministrative employees working in the feed industry. For all the reasons obvi- 
ously inherent in the factual practices of the feed industry in marketing their 
products to the farmers of this Nation we seriously urge that increased salary 
levels for personnel who appoint, train, and supervise direct salesmen in the field 
will further and disastrously disrupt an industry sales practice already in diffi 
culty because of the impact of existing wage and hour regulations. We can 
confidently predict that increased salary minimums will definitely and certainly 
result in either decreased sales of commercial feeding stuffs in a large segment 
of the industry or will artificially increase the cost of such sales distribution to 
au large segment of the livestock ‘feeders of the Nation. 

Application of the Fair Labor Standards Act and the present regulations per- 
taining thereto cannot be effectively or equitably applied to outside salesman in 
any category and this result has been previously recognized by the specific 
exemption of such personnel in the regulation. In this section of this presentation 
we deal with personnel who in sales practices, hours of work, recordkeeping, ad 
ministrative control, and in practically all other respects operate under condi- 
tions which have heretofore impelled the exemption of outside salesmen. The 
only discernible difference lies in the fact that these particular employees do 
appoint, train, and supervise in varying degrees other commission salesmen and 
thus technically fall within the regulatory definition of an administrative or exec 
utive employee. But these administrative services are still performed outside 
and away from any control of the employer and at times which cannot be con- 
formed to any regular workweek and under circumstances wholly without any 
reasonable concept of the area of American employment designed to be stabilized 
by the Fair Labor Standards Act. 

There is simply no practical way to place these many thousands of executive 
and administrative employees under the control demanded by the Fair Labor 
Standards Act; and any attempt to do so would serve no discernible social benefit 
to the American economy but would conversely disrupt and dislocate needed sales 
mechanisms for a great industry and substantially deter and perhaps eliminate 
employment of many men now desiring to gainfully utilize their time in needed 
services to people. To further tamper with these sales practices as suggested in 
S. 662 can only mitigate against that singular attribute of American business 
known as individual incentive. These men are commission salesmen and they 
hire, train, and supervise for compensation derived from the volume of sales they 
and their men produce. They desire to work under those conditions and are 
without administrative control in the handling of their sales practices. They are 
both confused and impatient with artifically imposed restrictions which merely 
result in particular employment classifications, with attendant artificial rules. 
wholly unrelated to the central purpose of their activity. These men merely want 
to sell as much as they can in any way they can and take what commissions 
inure from their efforts. This is not an area of “slave labor” nor are the men 
imposed upon by harsh employment practices. They are completely free to do as 
they please and they are measured for discharge only by the amount of sales 
they poduce. 

For all the reasons above set out, we earnestly urge the subcommittee of the 
Senate Committee on Labor and Public Welfare having charge of hearings on this 
bill to disapprove section 9 thereof to the extent that it relates to section 13 
(a) (1) of the Fair Labor Standards Act and that such provision be not favorably 
reported to the Senate of the United States of the 84th Congress for action. 
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II 


We herewith also register definite and sincere opposition to the provisions of 
ection 9 of S. 662 as it relates to amending section 13 (a) (1) of the Fair 
Labor Standards Act and the provisions of section 7 of S. 3310 as it relates to 
amending section 13 (a) (1) of the Fair Labor Standards Act in deleting from 
the act the provision exempting “outside salesmen” from the coverage thereof. 

While we may describe in detail the many, many adverse consequences to our 
economy Which would flow from the passage of these particular sections of these 

is, and could delineate to the committee the myriad circumstances under 
which both the employee and the employer would measurably suffer by reason of 
the imposition of minimum wages and hours upon “outside salesmen,” we here 
confine our remarks in opposition to these particular sections of these particular 
bills by stating that— 

1. “Outside salesmen,” by the very nature of their employment, are not 
susceptible to control as to hours worked and any limitation placed upon 
them pertaining to the time and place they are privileged to exercise their 
talents as salesmen will inevitably mitigate against the best interests of the 
employee himself. 

2. The bill would make it impossible for the Administrator or anyone 
else to write a regulation which would equitably and effectively define when 
such an outside salesman’s efforts on behalf of his employer ended on a 
particular day and when they took on the aspects of personal enterprise 

3. An outside salesman cannot maintain standard hours of employment 
for he can work at any time during the day or night and on weekends. His 
is the particular “touch” which accomplishes a sale and it may take him a 
minute or many days. 

4. Restriction of hours and establishment of minimum hourly rates of pay 
for an outside salesman will inherently and inevitably curtail the sales 
efficiency of the whole American business economy; first by artificially re- 
stricting the salesman in his efforts or conversely, by restricting the number 
of such salesmen which an employer may economically employ and, second, 
by unnecessarily and artificially increasing the cost of distribution of com- 
merce to the consumer. 

5. The number of people which would be affected by the deletion of the 
outside salesmen exemption is such that in our opinion the whole economy 
of our Nation would be substantially and adversely disorganized and dis- 
located. 

6. Deletion of the outside salesman exemption would not provide cog- 
nizable benefits to people of the United States and will be resisted by the 
great majority of outside salesmen themselves, because they do not want 
restriction of their activities in any respect and second, many of them 
would know that guaranteed minimum salaries would necessitate either their 
discharge or transfer of employment. 


III 


We also herewith register our approval of the provisions of S. 1437 providing 
for the application of common-law rules for determining an employer-employee 
under the act for the reason that such a provision will bring much needed uni- 
formity in the application of the various Federal statutes administratively de- 
pendent upon a legal determination of such relationship. At present the Ad- 
ministrator of the Fair Labor Standards Act does not in all respects apply the 
common-law rules for determing the existence of employment for coverage under 
the act and S. 1437 is a much needed amendment to the act to bring rhythm and 
uniformity to the administration thereof. 


IV 


Again, without here detailing our specific reasons therefor, please accept this 
statement of our opposition to the provisions of S. 3310, 8. 662, and also S. 2748 
and S. 770 whereby they amend section 3 of the act by defining “activity a fect- 
ng commerce,” as any activity necessary to commerce or competing with any 
activity in commerce, for the reason that this section substantially extends the 
coverage of the act into areas of human activity where wage and hour contro! 
on a uniform national basis is both unnecessary and detrimental to the parties 
affected. It would effectively destroy any concept of local business control and 
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would immasculate the basic American philosophy of leaving control of the acti, 
ities of men to the States except where national welfare is clearly involved. The 
present limitation on the coverage of the act to those activities directly essentj; 
to the production of goods for commerce and to activities so closely related to 
commerce as to be practically a part of it is in our opinion wholly adequate and 
effective to accomplish the purposes of the act as originally defined in the declara 
tion of policy promulgated by Congress. 

We thank you for your courtesy and consideration for permitting us to file this 
statement of our views with the subcommittee. 


STATEMENT OF JOHN H. WATERS, GENERAL ATTORNEY, WESTERN UNION 
TELEGRAPH Co. 


My name is John H. Waters. I am general attorney of the Western Union 
Telegraph Co. On May 4, 1955, Mr. G. S. Paul, vice president in charge of opera 
tions for Western Union appeared before this subcommittee and urged the reten- 
tion of section 138 °(a) (13) of the Fair Labor Standards Act, which provides 
for an exemption for employees or proprietors of retail or service establishments 
who act as local agencies for the acceptance and delivery of telegrams in small 
communities where the volume of messages is too small to justify the mainte- 
nance of a company office. 

I understand that the purpose of these hearings now is to bring the facts anid 
figures up to date and to focus attention once again on the central problem of 
extended coverage. My statement therefore is short and will bring our facts and 
figures up to date and will summarize the company’s position which was more 
fully stated by Mr. Paul and to which we respectfully refer the committee. 

The proprietors of these agencies operate the retail merchandise or service 
establishments found on the typical main street of small communities throughout 
the United States. They may operate a drug store, grocery store, hardware store, 
radio and electrical store, clothing store, or furniture store. The operations of 
these stores come within the meaning of “retail or service establishments,” as 
defined in clause 2 of section 18 (a) of the act and their employees are FLSA 
exempt. 

As of December 31, 1955, Western Union had a total of approximately 10,902 
agencies. Of this number 7,980 were telephone agencies where the message was 
telephoned into the company’s branch office. The remaining number of 2,922 are 
what is known as teleprinter agencies, that is, a teleprinter is installed on the 
agent’s premises and the messages are sent and received over this instrument 
which is connected with the company’s branch office. Approximately 10,800 of 
these agencies had telegraph message revenue of less than $500 per month. There 
are about 6,100 agencies in small communities usually having a population of 
5,000 or less, which depend solely on this type of representation for telegraph 
service. About 1,427, or nearly 18 percent of the agencies whose revenue is less 
than $500 per month are located in the 5 States represented by the members 
of this subcommittee. 

Telegrams at these agencies are ordinarily handled by telephone or tele- 
printer between the agent and the telegraph company. The agency is established 
by a written contract and is terminable on short notice. The proprietors of these 
local establishments do not depend on the compensation received for handling 
telegraph business. It is only an incidental part of their regular established busi- 
ness. Telegraph messages are handled on the agent’s own premises and the agent 
provides the space and pays all expenses associated with his place of business. 
He receives payment from Western Union at a rate which varies between 10 
percent to 75 percent of the gross message revenue handled by the agent, The 
company exercises no degree of control as to the hiring or firing of the agent’s 
employees, or the hours of work, or the rates of pay. Many of these local estab- 
lishments are located 25 or more miles away from the nearest Western Union 
office and the company has no first hand knowledge of the details of the norma! 
work and business of the agent. They are in all respects independent contractors. 

Prior to the enactment of section 13 (a) (13) Western Union and these loca! 
proprietors were faced with a conflict of two court decisions. One Federal court 
of appeals ruled that such agents were employees of the company, while another 
Federal court of appeals ruled that such agents were in fact independent contrac- 
tors rather than employees and not subject to the FLSA. In the absence of the 
clarification afforded by section 13 (a) (13) these proprietors of small loca! 
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establishments would have refused to enter into an agency contract with Western 
Union, since to do so would lay them open to the claim that the proprietors and 
their own employees became subject to sections 6 and 7 of the act if they were 
to handle even a single Western Union telegram. These proprietors would not 
eopardize their exempt status under the act for the s1 amount of money 
they would receive for handling telegrams. Furthermore, they are not equipped 
or geared to maintain the necessary statutory records. For its own part Western 
Union could not assume the responsibility to see that the provisions of sections 6 
and 7 were observed with respect to agency employees whose numbers, hours of 
work, qualifications, employment and whose discharge and whose very identity 
were completely beyond its knowledge or control. Furthermore, it could not 
assume the additional expense resulting from the application of the statute be 
cause of the handling of the small amount of telegraph business. 

For these reasons section 13 (a) (13) was written into the statute in 1949, 
after full committee hearings to facilitate the establishment and maintenance of 
telegraph service in thousands of small communities which otherwise could not 
be served. We urgently request that this exemption be retained in the law in 
order that Western Union can continue to bring telegraph service to these thou 
sands of small communities which otherwise would have no telegraph service 

I wish to thank the committee for affording me this opportunity to present 
these facts. 


STATEMENT OF MARSHALL E. LIVINGSTON 


My name is Marshall E. Livingston of Newark, New York State. I am 
attorney and partner in the firm of Wright & Livingston, general counsel to 15 
companies which are engaged in manufacturing, producing, and distributing 
cosmetics, nursery stock, flat silverware, both plate and sterling, china table- 
ware, costume jewelry, and other products, direct to the consumer through 
personal contact selling by independent salesmen. 

These independent salesmen are, of course, in direct competition with local 
retail establishments, whose employees are exempt under the provisions of 
section 11 of the Fair Labor Standards Act. The exclusion of these salesmen 
from the act has never been questioned in view of the specific exclusion in sec- 
tion 11 of outside salesmen. 

Regardless of policy and other considerations determinative of the exemption 
of employees of local retail establishments, or of city or traveling salesmen, 
the relationship between our companies and the independent salesmen who sell 
our products, and their manner of operating, make utterly inconsistent their 
coverage under the Fair Labor Standards Act. That act presupposes a situation 
where the employer can ascertain and control the hours worked and fix an 
hourly rate of pay, but the arrangements between our companies and these sales 
men, and the practical surrounding situation, preclude knowledge of or control 
over when, where, and for how long the salesman works. Furthermore, the 
salesman receives no wages. Whether he earns nothing or a very substantial 
amount for the work he does in a day depends entirely upon his own industry, 
ability, and other factors uncontrolled and uncontrollable by the company. 

Whatever other changes may be made with respect to coverage under the Fair 
Labor Standards Act, we believe that coverage of door-to-door salesmen, such 
as those who sell our products, would be virtually impossible to administer or 
for us to comply with. It would be, in effect, virtually a mandate that we abandon 
our way of doing business—the distribution of our products through independent, 
door-to-door salesmen, 

We feel certain that this abandonment would not be in the public interest 
Door-to-door selling presently offers a lucrative opportunity to persons whose 
domestic situation or physical condition precludes their obtaining a regular job. 

The salesmen of products of the companies we represent are self-employed 
independent contractors. Thus it might well appear that because the Fair Labor 
Standards Act applies only to “employees,” these self-employed salespeople 
would not be affected by the outside salesperson exemption. It is to this proposi- 
tion that I wish to address myself specifically. 

The Social Security Act, The Unemployment Tax Act and the Labor Relations 
Act all presently define “employee” in substance as “any individual who under 
the usual common-law rules applicable in determining the employer-employee 
relationship has the status of an employee.” This unanimity of definition in 
these 3 acts came about by reason of extended congressional consideration 
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beginning in 1947. Prior to 1947 the term “employee” had not been specifically 
defined and out of the Hearst Newsboy Case (N. L. R. B. v. Hearst Publications. 
Inc., 322 U. 8. 111), arose the congressional definition in the Labor Relations Act. 
and by reason of the Silk and Greyvan cases, U.S. vy, Albert Silk (331 U.S. 704 

and Harrison v. Greyvan Lines, Inc. (331 U. S. 704), arose the congressiona! 
intervention in 1948 resulting in House Joint Resolution 296 and later, in 1950, 
in H. R. 6000 or Public Law 734 (1950) (Social Security Amendments of 1950). 

The term “employee” or “employment” has never been legislative defined ji: 
the Fair Labor Standards Act since its inception and, by reason of the “outside 
salespersons exemption” in the act itself, the status of whether or not outside 
salespersons were “employees” never came into question, because the act itself 
exempted all “outside salespeople.” 

However, the Wage and Hour Administration from time to time has been called 
on to determine who was an “employee” and what “employment” meant under 
the Fair Labor Standards Act. No definition of employee or employment is set 
forth in the statute, and the Wage and Hour Administration, following the 
Fair Labor Standards Act decision in Rutherford y. McComb (331 U. S. 722), 
has followed generally the broad “economic dependency” tests set forth in the 
now “overruled” decision of the Silk and Greyvan cases. 

I say “overruled” because Congress did, in 1948 and again in 1950, reiterate 
and make unmistakable its intent that the term employment and employee should 
be measured by the principles of the common law, and not the “economic de. 
pendency” test of Silk and similar cases. 

Therefore, it is our considered judgment that an elimination of the outside 
salespersons exemption would thus require that Wage and Hour Administration 
to determine for the first time whether or not these “outside salespersons” were 
“employees” of the firms for whom they sell. 

I can categorically state that such outside salespersons are not “employees” 
of the firms whose merchandise they sell and that it was this very relationship 
in large part which caused the Congress in 1950 to provide special coverage for 
the “self-employed” persons. 

Thus the Wage and Hour Adininistration, having no clear-cut definition of 
employee and employment, would naturally fall back on this present adminis- 
trative interpretation based on the Silk case, which has been discarded b) 
Congress in the parallel situations of Federal labor, unemployment, and social- 
security laws. 

I bespeak a practical uniformity of these social laws. The committee should, 
I respectfully suggest, review the 1937 hearings and testimony on the subject 
of how the outside salesperson exemption came to be written into the law in 
the first place. I respectfully submit that the reasoning then is as equally 
applicable and just as sound today. The principles have not changed nor the 
good reasons therefor. 

The other hearings I cite in relation to the 1948-50 action of Congress in 
relation to amending the social-security, unemployment, and labor laws al! 
contain relevant, well-considered, and pertinent testimony which clearly shows 
(1) why employees who are outside salespeople should be exempt, and (2) 
why outside salespeople should not be considered employees under the Fair 
Labor Standards Act. 

Therefore, we urge your committee— 

1. To reject the proposed current bills to strike out the exemption of 
outside salespeople; and 

2. To write in as further clarification of the act an amendment defining 
“employee” in terms similar to those expressed in Senate bill 1487. 


STATEMENT OF B. A. PERHAM, PRESIDENT, PERHAM FRvIT Corp., YAKIMA, WASH 


Pursuant to a telegram to the undersigned dated May 8, 1956, from Mr. Stewart 
E. McClure, staff director on labor and public welfare, United States Senate, 
I herewith wish to present a statement on pending bills relating to coverages 
and exemptions under the Fair Labor Standards Act. 

My firm operates about 525 acres of fruit orchards in the Yakima Valley, Wash 
We also pack, cold store, and market for about 325 growers in addition to our 
own grown fruit. Many of these growers operate only a limited number of 
acres, which do not justify operating their own packing and storage facilities 
Such growers’ fruit we handle in.a pool on consignment basis, making a per ton 
or per box charge for services rendered, including washing, sorting, packing, and 
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cold storage. Much fruit in the Yakima Valiey area is produced and handled 
y cooperatives who handle their grower wembers’ fruit based upon actual cost 
factors. Such competition renders small margins for the noncooperative opera- 
tors. We are forced to pass on increased costs for materials, supplies, labor, 
etc., to the grower. Increased costs of cooperatives also are assessed to their 
grower members. 

The past season many growers have not fared well due to prices on certain 
varieties and grades of fruit having not brought back production and other costs. 

This past winter the growers have suffered very heavy damage to the 1956 crop, 
as Well as a tremendous loss in fruit trees. This tree damage and loss will greatly 
reduce production for several years to come. 

We are strongly opposed to the elimination, as proposed in some bills, or any 
modification of the present total exemptions provided for agriculture under sec 
tion 13 (a) (6), or for the packing or processing of fruits and vegetables under 
section 13 (a) (10), or the partial exemptions under section 7 (b) (3) or section 
7 (¢c), Which relax the provisions requiring payment of time und one-half for 
hours in excess of 40 for seasonal industries and for packing or processing fruits 
and vegetables and other agricultural commodities. 

Perishable fruits must be harvested immediately when they are mature. 
Cherries, apricots, peaches, and other fruits are highly perishable and must be 
marketed with as little delay as possible. You cannot harvest or pack fruit 
during our harvesting season on an S-hour-day or 40-hour-week basis, because 
fruit doesn’t observe any such week. If packing plants are forced to pay overtime 
over 8 hours a day or 40 hours a week during these peak emergency periods, costs 
would be materially forced upward. These costs we would have to pass on to the 
grower, 

The only other alternative, in order to hold down costs, would be to reduce 
our volume to one that could be handled within a 40-hour week and refuse tuo 
accept much fruit from these smaller growers. These smaller growers would be 
in a bad squeeze to get their fruit packed. They would have to pay higher pack- 
ing charges to some packer who was willing to pay this overtime and pass it on 
to the grower, or else would be forced to sell their fruit at a price below the 
real value to someone who could get it packed. It is therefore very plain to see 
how the small grower would be placed in a serious disadvantage position in com- 
petition with a larger grower who may be able to pack his own-grown fruit that 
could be handled on a straight-time rate. If the volume of fruit placed on the 
market is reduced in this way, the consumer would automatically face higher 
prices, 

The Congress wisely provided exemptions for overtime for agriculture seasonal 
industries when the law was passed. This was done after mature consideration 
and a recognition of the difference between industries whose production can be 
regulated and perishable agriculture, which is subject to forces beyond the grow- 
ers’ control. Hours of work in an orchard or packing plant cannot be regulated 
as they can in a factory. 

We now pay above the $1 per hour minimum to experienced hourly workers in 
our plants. Experienced pickers and packers, who work on a piece rate, average 
higher than the hourly workers. We are forced, however, especially on piece- 
work, to employ during the height of the operating season much inexperienced 
help, such as high-school and college students. 

Although the experienced pieceworkers will earn well over the $1 per hour 
minimum, many inexperienced workers will make, on piecework basis, all the 
way from probably 60 to 75 cents per hour; yet now we are compelled to 
pay them $1 per hour. Under these circumstances we are forced to do one of 
two things. If the inexperienced cannot shortly reach production close to the 
minimum wage, we are forced to dispense with their services. For the experi- 
enced pieceworkers who are earning about minimum or slightly above, there is 
little encouragement for them to speed up, for alongside of them the inexperienced 
workers who are on a piece basis probably are only producing from one-half to 
possibly three-fourths of the output of the experienced workers, but they are 
earning practically as much money. This has a tendency to slow down output at 
a time when the fruit requires speeding up output. Perishable fruits cannot 
wait for rules and regulations. All of this results in increased costs and slowing 
down of operations. Any further increase in the minimum wage, in our in- 
dustry, would be a very serious handicap to our growers, who can ill afford it. 

I trust this report will be helpful in your deliberations. 
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ASSOCIATED RETAIL BAKERS OF AMERICA, 
Washington, D. C., May 21, 1956. 
Re Fair Labor Standards Act. 
Hon. Lister HILL, 
Senate Office Building, 
Washington, D. C. 


Dear Senator Hitt: Your disapproval of proposals to discontinue or curtail 
section 13 (a) (4) of the Fair Labor Standards Act is earnestly requested by 
the Associated Retail Bakers of America. 

This is the exemption of local retail establishments which both meet the other 
tests for such establishments provided in section 13 (a) (2), and are recognized 
as retail establishments in their particular industries, notwithstanding that they 
themselves make or process the goods they sell. 

It is intended to clarify and insure the exemption of neighborhood retail 
hakeries, candy shops, ice-cream parlors, custom tailor shops, ete.—the exemption 
of which as local retail establishments had been denied or threatened by the 
Wage and Hour Division prior to 1949 because they made what they sold (Legis- 
lative History of Fair Labor Standards Amendments of 1949, including Con- 
ference Report to Accompany H. R. 5856 (H. Rept. No. 1453, 8ist Cong., 1st sess.), 
pp. 26-27). 

Our testimony in support of the exemption during your current series of 
hearings was on May 5, 1955, and appears at pages 1167-1170 of part 2 of the 
printed transcript. 

In addition to the general principle that retail neighborhood shops should be 
exempt from this Federal Act, there is additional and urgent reason in respect 
to retail bakeries, in that their skilled handcraft work requires a relatively long 
workweek, which is taken into consideration in the prevailing high straight-time 
wage rates, but which would not be taken into consideration in a statutory 
requirement of time and one-half those straight-time rates for hours above 40 
per week. 

Should you desire any further information from us concerning section 13 (a) 
(4), we would deeply appreciate opportunity to supply it. 

Respectfully, 
Wittram A. QUINTAN, 


General Cownsel. 
Similar letters to other members of the committee. 


Prerce, Nesr., May 14, 1956. 
Hon. Pavur H. Dovatas, 


Chairman, Subcommittee of the Senate Committee on Labor, 
Senate Office Building, Washington, D. C. 


Dear SENATOR Dovucias: After a conscientious review and study of Senate bill 
3310, to amend the Fair Labor Standards Act of 1938, as amended, to provide 
greater coverage for employees of food industries whose activities affect inter- 
state commerce, and for other purposes, the Corn Belt Livestock Feeders Asso- 
ciation wishes to state its opposition to this bill for the vast livestock feeding 
industry in the United States. 

The livestock feeders, who annually supply a huge part of the red meat con- 
sumed in this country, are extremely concerned about conditions affecting the 
food industry, and are particularly vulnerable to increases in the costs of proc- 
essing and merchandising foods. An examination of the United States Govern- 
ment reports reveals that the marketing spread—the difference between the value 
of food products at the production level and the value of these same foods at 
retail—is constantly increasing, with the result that farmers and livestock people 
are receiving a decreasing share of the consumers’ dollar spent for food. 

In 1945 the farmers’ share of the consumers’ food dollar was 53 cents, while 
at the end of 1955 it was reported at 41 cents. Subsequent reports have placed 
the 1955 figure at a slightly lower level. On meat and meat products, in par- 
ticular, the average percentage of the consumers’ dollar received by livestock 
producers was 67 percent in 1947-50. It declined to 56 percent at the close of 
1955. 

At the same time, marketing charges, much of which are labor costs, have 
risen 70 percent in the last 10 years. With the 1947-50 average as 100, food 
marketing charges have moved from 70 points in 1945 to 119 points in 1955. 
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Especially during the current depressed agricultural economy, it is important 
that marketing charges for the farmers’ products not be further increased 
Senate bill 3310 would bring about a further increase in these marketing charges, 
and history has conclusively demonstrated that increased marketing charg for 
food products contribute to a wider marketing margin and a further depression 
of the farmers’ share of the food dollar. 

The passage of Senate bill 3310 would increase the operating costs of the food- 
processign and merchandising industries by millions of dollars, and it is con 
tended that this huge increase in the marketing bill would be borne by the live- 
stock and food-producing industries. 

The Corn Belt Livestock Feeders Association further takes issue with section 
®, paragraph (a), which assumes that a “minimum standard of living necessary 
for health, efficiency, and general well-being of workers,” does exist, whereas 
the present standard of living of employed people actually is at an alltime high 

It is equally important to the labor segment of the economy that the pros 
perity and buying power of the food-producing industries be increased rather 
than further decreased. Despite the fact that the agricultural population is 
declining, the potential buying power of the huge food-producing industry is not 
declining to the same degree and further destruction of the agricultural buying 
power will seriously affect the national economy. 

The Corn Belt Livestock Feeders Association urges that the Senate Committee 
on Labor regard Senate bill 3310 as improper legislation at this time, and the 
association requests further that this statement be made a part of the testimony 
before the subcommitte of the Senate Committee on Labor in opposition to the 
bill. 


es 


Respectfully yours, 
Corn Bett LivestocK Frepers ASSOCIATION, 
Don F. MAGDAN7Z, Secretary-Treasurer. 


HarMon County CHAMBER OF COMMERCE, 
Hollis, Okla., May 10, 1956. 
Senator Pau, H. DovuGLas, 
Senate Office Buildinig, Washington, D. C. 

DeAR Str: The people of Harmon County, Okla., are seriously concerned over 
the proposal to extend the $1 minimum wage law to cover retail and service 
outlets. There are economic problems here which must be considered in such 
legislation. Hollis is typical of thousands of small towns in the United States 
which would be harmed in many ways by the minimum wage law if it were 
extended. 

Many of the small businesses in this area and across the Nation would be 
forced to close. Other businesses would reduce the total number of employees 
in order to stay within the wage law. This would give rise to serious nnem- 
ployment problems. Other businesses would meet the problem by restricting 
all employees to a 40-hour week and thus reduce the weekly pay each employee 
earns. Some businesses would adjust to the situation by raising the cost of the 
items they sell. This, in turn, would drive business to the larger towns where 
volume merchandising is effective. 

With the people here it is not a mere matter of what they wish in legislative 
matters but rather it is the imperative concern of how harmful legislation would 
throw our local economy into complete chaos. : 

It will be our pleasure to learn more about the basis for a minimum-wage law 
as we are eager to reach a sound conclusion on the matter. It is our belief, 
however, that we must avoid passing this legislation at the present time. FE) 
closed are statements by representative businessmen of the county. We sh: 
be happy to present additional testimony in writing or by personal appearance 
in order to impress you with the city concern which we have regarding this 
legislation. 

Very truly yours, 
Harry M. Lattimore, Manager. 


STATEMENTS CONCERNING MINIMUM WAGE LEGISLATION 


I operate a dry goods store in Hollis, Okla. My store is one of the two lead- 
ing independent stores in town. My average wage is less than $1 per hour be- 
cause I cannot stay in business if I have to pay the $1 minimum wage that has 
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been suggested. I recommend that this legislation be defeated because of 
damaging effect it would have on small-town businesses. 
MITCHELL TAYLOR, 
Owner, Taylor's, Hollis, Oklu 


I operate the Ford Motor agency in Hollis. Iam one of the largest businesses 
in Hollis from a standpoint of people employed. It would be impossible for m 
to continue to operate if I had to pay $1 per hour. The people who work fo: 
me are happy with the employee-employer relationship which we enjoy. The 
know that I will pay them more when business conditions justify it. If you 
want to save the businesses of small towns such as ours, please do not pass the 
minimum-wage law for retail and service businesses. 

WILLIAM HALL, 
Owner, Hall Motor Co., Hollis, Okia 


Although my business would not come under the minimum-wage law being 
proposed by labor leaders, I am opposed to the $1 minimum wage law for retai 
and service type businesses. It would hurt my own business considerably by 
weakening the economic structure of our community. There are very few of ou 
retail and service outlets that could survive under this proposal. A large num 
ber of people would be out of work. Not only my service would suffer from this, 
but every other business in this area would. We are not ready for any such 
legislation. 

BILu Forp, 


Owner, Harmon County Abstract Co., Hollis, Okla. 


It is my honest and sincere opinion that the establishment of a $1 minimun 
wage scale for retail and service establishments of Harmon County would result 
in the closing of the doors of many businesses. The loans to small businesses 
which we have would be jeopardized and we would be hesitant to make additional! 
loans to the businesses which would come under this law. 


EMoRY Crow, 
Vice President and Manager, First State Bank, Gould, Okla. 


The enactment of a minimum-wage law would work a definite hardship on us 
here. In order to meet the $1 minimum wage we would have to either cut store 
hours, cut number of personnel, or raise prices. None of these solutions seems 
practicable. There is not much chance of increasing our volume to the point that 
we could pay the $1 minimum wage until our local economy is expanded. We 
are working for that now. Recently we have changed our method of operation 
to self-service type store in order to reduce the number of personnel so we could 
make enough profit to continue operation. 

PavuLt Hart. 
Owner, Hart's, Hollis, Okla. 


If a minimum-wage law is made applicable to retail and service businesses it 
would mean considerable change in our business operation. It would definitely 
make us close our fountain and it would affect the rest of our business operation 
also. We cannot afford this wage law. 

JUDD MAXFIELD, 
Owner, Mazfield Drug Store, Hollis, Okla. 


We operate a leading department store in Hollis. Our store serves a larger 
trade territory than any other department-type store in the city. We do every- 
thing we can for the people who work for us. They are given extra vacation 
days, and in every respect they are happy. To increase minimum wages in this 
area would hurt our business seriously. It would make us cut our store hours 
to the point that business would suffer. It would reduce total employment and 
cause some businesses in the area to close; hence our number of customers would 
be reduced. We oppose the proposed law. 

LEON WHITE, 
Manager, Hill’s Department Store, Hollis, Okla. 
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think the economy of Hollis would be weakened if the $l1-minimum-wage 
jaw were extended to cover retail and service-type businesses. It would certainly 
increase unemployment. 
Witeur GREEN, 
Vavyor, Hollis, Okla 


Che extension of the minimum-wage law would not affect me directly because 
1 am already paying more than the minimum. However, I think it would be 
extremely harmful to Harmon County. It would cause some of the stores and 
cafes and service stations to close. I would hate to see it. 


SHERMAN SPRADLING, 
Owner, Tri-County Butane Co., Hollis, Okla 


if the minimum-wage law were extended, I would have to cut all my employees 
to a 40-hour week. Their earnings would be limited to $40 per week. They are 
making more than that now; therefore, it would be to the best interest of the 
people working for me if the minimum-wage proposal were not enacted. 
BERNICE MACHEN, 
Owner, Machen Supermarket, Hollis, Okla. 


Tue Darry INpUsSTRY COMMITTEE, 
Washington, D. C., May 14, 1956, 
Senator Paut H. Douetas, 
United States Senate, 
Washington, D.C. 


Dear SENATOR Dovuctas: We have noted that hearings are now in progress 
before a Senate Labor Subcommittee, of which you are chairman, to deal with 
extended coverage under the Fair Labor Standards Act. 

The Dairy Industry Committee, composed of official representatives of Amer- 
ican Butter Institute, National Cheese Institute, National Creameries Associa- 
tion, American Dry Milk Institute, Evaporated Milk Association, International 
Association of Ice Cream Manufacturers, and Milk Industry Foundation is and 
has been greatly concerned with this subject for many years. 

We have supported the enactment of S. 1437, introduced by Senators Capehart 
and Curtis, as well as other bills that have been aimed at making the common- 
law rules apply in determining the employer-employee relationship and what 
constitutes an independent contractor. We believe that the same common-law 
rules that apply in social-security legislation should apply under the Fair Labor 
Standards Act and we have so testified before your subcommittee on May 3, 
1955. There is much confusion within the dairy industry as well as within 
the Labor Department as to who is considered an employee and who is an inde- 
pendent contractor. 

Senator Capehart has introduced a qualifying amendment to S. 1487 to make 
the bill more acceptable to the Solicitor of the Labor Department. The inclu- 
sion of any new language which will accomplish, for the dairy industry, what 
was intended by the original bill, has the support of this committee. 

We request that this be incorporated in the record of the hearings. 

Sincerely yours, 
M. H. BrigGHTMAN, 
Erecutive Secretary. 


MounTAIN STATES LUMBER DEALERS ASSOCTATION, 


Denver, Colo., May 10, 1956. 
Hon. Pau H. Dovuetas, 


Chairman, Labor Snbcommittee, 
Labor and Public Welfare Committee 
United States Senate, Washington, D. C. 


Dear SENATOR Dovuctas: The members of this organization. which is composed 
f retail lumber and building material dealers in Colorado, Wyoming, and New 
Mexico, strongly oppose the extension of the wage-hour law to include their re- 
spective business establishments. 
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Many of these dealers are located in small towns and rural areas where cus- 
tomers make purchases early and late in the day as well as on Saturday. Like- 
wise, building contractors make purchases at irregular hours. 

Most retail employees enjoy stable employment under the present system but 
wage-hour coverage would endanger that stability. 

It is obvious that overtime premiums, increased minimum wages, extra record- 
keeping, interrogation of employees by inspectors, plus lack of flexibility of opera- 
tion will result in added operating costs. This in turn can only mean one thing— 
increased costs in home building and other types of construction. This could 
result in a decrease of home building which is one of the major industries in 
America today. 

It is our belief that the sale, use, and storage of building materials cannot 
be construed as interstate commerce and we respectfully urge that the wage-hour 
law remain as it now stands. 

It is our desire that this letter be placed in the record of the hearings. 

Very truly yours, 
JoHN J. LAVENGOOD, Secretary. 


Knorr Horets Corp., 
New York, N. Y., May 31, 1956. 
Hon. H. ALEXANDER SMITH, 
United States Senate, 
Washington, D. C. 


My Dear SENATOR SMITH: It has come to my attention that there is a pro- 
posal before the Senate Labor and Public Welfare Subcommittee to extend the 
$1 an hour minimum-wage law, to retail and service employees. 

This would have little or no effect on the hotel and restaurant business in 
some of the larger cities in this country but would have a very serious one in 
most localities. 

My company operates a sizable number of hotels and restaurants in several 
States, including New Jersey. With respect to those in New Jersey, I should 
like to point out that for many years the hotels and restaurants have been 
exempt from the State minimum-wage laws. 

The compliance with a law which requires a payment of $1 an hour would, in 
my opinion, work a hardship on the employees themselves for it would possibly 
mean the elimination of tipping. Many waiters, waitresses, bellboys, etc., receive 
far in excess of $1 an hour. I venture to say that the unions would be the very 
first to complain if the tipping system were discontinued. You are probably 
aware of the fact that these tips, received by our employees, are considered to 
be income to them and are subject to income tax. 

If the tipping system were not abolished it would be necessary for every 
operator of a restaurant or hotel to increase their prices to pay the higher wages. 
This can only add to the problem of inflation and could have a far-reaching 
effect ; employees of other companies who patronize restaurants for luncheon, 
etc., would be demanding higher wages because of increased costs. 

I sincerely urge you to oppose any change which would extend this coverage 
to service industries. 

Sincerely yours, 


WitarD E. Dopp, President. 


RESTAURANT ASSOCIATION OF MARYLAND, INC., 


Baltimore, Md., June 5, 1956. 
Senator LISTER HILL, 


Chairman, Labor and Public Welfare Committee, 
Senate Building, Washington, D. C. 


Dear SENATOR: The Restaurant Association of Maryland, Inc., would like to 
go on record as opposing any change in the existing status of the minimum wage 
and hour law, now being reviewed by the Senate Labor and Public Welfare 
Committee. 

We insist that the retail exemption be retained in its present form and urge 
that this request be made part of the subcommittee’s report. 

Very truly yours, 
Tatsor H. WALKER, President. 
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Moses KAHN STORES, 
Baltimore, Md., May 23, 1956. 
Senator Pau. H. Doua.as, 
Chairman, Subcommitiee on Labor, Committe on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear SENATOR: It is our sincere wish that the retail exemption be retained in 
its present form, due to the fact that if our overhead goes any higher it will only 
effect the price of merchandise and in a great many cases might close us up, we 
can’t take it. 

Please use this letter as a part of the subcommittee record. 

Very truly yours, 


JEROME KAHN. 


Tue Hecut Co., 
Baltimore, Md., May 23, 1956. 
Senator Pau H. DouGtas, 
Chairman, Subcommittee on Labor and Public Welfare, 
United States Senate, Washington, D.C. 

DEAR SENATOR DovuGtas: I respectfully urge that your committee retain the 
retail exemption in its present form as the marketing structure of this country 
is a sensitive organization. A removal of the retail exemption will cause great 
dislocation of associates in the industry and will be harmful to American mar- 
keting and production. 

I further request that this letter be made a part of the subcommittee’s record. 

Respectfully submitted. 


RosertT H. Levi, President. 


ROSENTHAL’S, 
Baltimore, Md., May 19, 1956. 
Senator PauL H. DovuGLas, 
Chairman, Subcommittee on Labor, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


DEAR SENATOR DouGLas: We being in the smaller store group are appealing to 
your committee to leave the retail exemption in its present form, and that this 
letter become part of the subcommittee records. 


We have been struggling for some time, and to eliminate the exemption would 
be very harmful. 


Your very truly, 
MELVIN H. WIDERMAN, President. 


BUILDING MATERIAL MERCHANTS OF GEORGIA, 
Atlanta, Ga., May 11, 1956. 
Hon. RicHarp B. Russet and 
Hon. WALTER F.. GEORGE, 
United States Senators, Senate Office Building, Washington, D. C. 

DeEAR SENATORS: I hope this finds you well and happy. I am unhappy because 
I understand that the Labor Subcommittee of the Senate Labor and Public Wel- 
fare Committee has begun hearings on proposals to extend the coverage of the 
Wage Hour Act to include some retailers. Evidently, this is a “foot-in-the-door” 
maneuver which, if successful, may soon lead to the elimination of the section 
13 (a) (2) exemption for all retailers. 

Will you please give serious consideration to any such proposals and to the 
following reasons why retailers should not be covered: 

1. Most of the retailers do not substantially affect interstate commerce nor 
the wage scale of the manufacturers who supply the goods. 

2. In most cases only the receiving and perhaps some office personnel could 
be brought under the act and this would not warrant the expense of enforcement. 

3. If covered, a large portion of the retailers would confine their purchases 
and sales within the State and thus would not be subject to the act. Their lower 
costs would enable them to seriously damage if not totally destroy those com- 
petitors who would be subject to the act if it is amended as proposed. This 
would create extremely unfair competition and be a very heavy blow, below the 
belt, to small local business concerns. 

4. Enforcement of the act on the retailing industry would require an army of 
wage-hour investigators so large that it could easily make the Labor Department 
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more powerful than the Congress. Also, the independence taught these retailers 
in our schools is so strongly imbedded that many good citizens would unwittingly 
become confused lawbreakers. It is beyond their conception of law for the Fed- 
eral Government to inject itself into strictly local small businesses. They will 
not long tolerate being taxed for such governmental infringement. 

5. Coverage would seriously impair the services of the retail building ma- 
terial merchant to the consumers. He must serve the needs of his customers in 
his respective locality and must conform to local conditions and requirements, 
He can’t change the fact that farmers and other workers must buy on Saturdays 
and before or after work hours on other weekdays; that contractors and builders 
must have access to supplies at unusual hours due to weather conditions and 
because otherwise their workmen would-be idle while waiting for deliveries, 
This will increase the cost of construction. 

6. The retail building material merchant's principal business is service and 
knowledge. He cannot operate on a restricted schedule of hours. He may be 
able to allow a siesta after lunch but their employees must be there when the 
customers need their services. 

7. Obviously, it is in the public interest that the retailers exemption be retained. 

If you will kindly have placed in the record of the committee the enclosed 
copy of this letter and request their consideration of these facts, we will appre- 
ciate it very much. 

With the best of good wishes, 

Cordially, 


JosePH G. RowELL, Counselor. 


SAVANNAH, Ga., May 15, 1956. 
Hon. WALTER F. GeorceE, 


United States Senator, 
Senate Office Building, Washington, D. C. 


Dear SENATOR: It is my understanding that the Labor Suhcommittee of the 
Senate Labor and Public Welfare Committee has started hearings on proposals 
to extend coverage of the Wage-Hour Act to include some retailers. If maneu- 
vers are successful they would lead to elimination of section 13 (a) (2) exemp- 
tion for all retailers. 

Please give serious consideration to any such proposals and my reasons why 
retailers should not be covered. 

1. The majority of retailers do not seriously affect interstate commerce or 
the wage scale of manufacturing plants. 

2. If covered, this could cause a large portion of the retailers to confine their 
purchases within the State, which would then be exempt from the act. 

3. Unfortunately the retail building-material merchant cannot control the 
need of his customers and must govern himself according to local needs. This 
alone creates a long working week, thus causing a hardship because he has to 
be on hand to serve the public or pay for this service to be performed at an 
excessive wage scale. 

4. Past experience will tell you that any retail operation, whether it be retail 
building-material merchants, filling-station operators, grocery stores, clothing 
stores, and thousands of others that come under this category would have to 
close their doors if put to such test were the retail exemption eliminated. 

Please place in the record of the committee a copy of the enclosed letter and 
request their consideration in retaining the retail exemption which I am sure 
will be of more value to our economic structure than the changes now proposed. 

Thanking you in advance for any courtesies rendered, also wishing you good 
health and a successful administration. 

Yours truly, 
C. B. MIKELL, 
Director, Building Material Merchants of Georgia. 


THe De JARNETTF Suppry Co., 
Atlanta, Ga., May 14, 1956. 
Hon. WALTER F’. GEORGE, 
Senate Office Building, Washington, D. C. 
Dear Mr. Grorce: We understand that the Labor Subcommittee of the Senate 
Labor and Public Welfare Committee has begun hearings on proposals to extend 
the coverage of the Wage-Hour Act to include some retailers, which if successful, 
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may soon lead to the elimination of the section 13 (a) (2) exemption for all 
retailers. 

Will you please give serious ccnsideration to any such proposal and to the 
following reasons why retailers should not be covered: 

1. There is very little interstate commerce affected nor the wage scale of the 
manufacturers who supply the goods. 

2. Some of the retailers will confine their purchases and sales within the 
State and thus will not be subject to the act. Their lower costs would enable 
them to seriously damage or destroy those competitors who would be subject to 
the act if it is amended as proposed. This would create unfair competition which 
is not healthy. 

3. It will also cause the Labor Department to increase the army of investigators 
and we are sure that the act could not be properly enforced. 

4. The building-material merchant is a servant of the public and it is very 
necessary that they be allowed to serve the public without every restriction being 
placed upon them. It is very important to the public's interest that retailers 
exemption be retained. 

Wiil you kindly have placed in the record of the committee the enclosed copy 
of this letter and request their consideration of these facts, we will appreciate 
it very much. 

Yours very truly, 
B. W. FLEMING, General Manager 


WILLIAMS Bros, LUMBER Co., INC., 
Atlanta Ga., May 14, 1956. 
Hon. RicHArp B, RUSSELL and Hon. WALTER F.. GEORGE, 
United States Senators, 
Senate Office Building, Washington, D. C. 


Dear Sirs: We understand that the Labor Subcommittee of the Senate Labor 
and Public Welfare Committee bas begun hearings on proposals to extend cover- 

ge of the Wage and Hour Act to include some retailers, which might lead to the 
elimination of the section 13 (a) (2) exemption for all retailers. We would 
appreciate your consideration to opposing any retail exemptions. 

We feel that elimination of retail exemption would cause sume of the problems 
outlined below: 

1. Lv virtue of intrastate buying some retailers would have a definite com- 
petitive advantage over retailers who could not avoid interstate buying. 

2. Every local condition pertaining to retail hours vary, and it is difficult to 
conceive that these local habits could be successfully changed in order to comply 
with the shorter hours. 

3. It is certainly obvious that the price of retail goods would increase sub- 
stantially and the elmmination of the above would certainly be contrary to the 
publie interest. 

We wuld appreciate if you would place letter in the committee records. 

Your very truly, 
R. W. WILLIAMS, 
Secretary and Treasurer. 


PEEK-HIGHTOWER LUMBER & SUPPLY Co., INC., 
Cedartown, Ga., May 17, 1956. 
Hon. WALTER F, GEORGE, 
Senate Office Building, 
Washington, D. C. 


DeAR SENATOR GEORGE: I have become very much concerned about the proposals 
to extend coverage of the Wage-Hour Act to include retail employees in that 
the Senate Labor and Public Welfare Committee has opened hearings on the 
proposals. 

This maneuver on the part of pressure groups seriously concerns me because I 
feel that it is against our public interest, and because: 

1. It would create another era of unnecessary inflation and thereby reduce 
the purchasing power of the dollar, thus would considerably further jeopardize 
the security of elderly people whose old-age income was provided for before 
the devaluation of the dollar. Thus additional hardships would exist. 
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2. It would in many cases reduce the take-home pay of employees, because 
of the time-and-half-time rate over 40 hours, as employer cannot pay the extra 
rate and be competitive. 

3. It would unnecssarily further incerase the tax burden of we taxpayers, 
because of the army of inspectors required to enforce. 

4. It would further greatly reduce apprentice training of younger and inexperi- 
enced personnel, which is grossly unfair to our youth of today. 

5. It would mean that the Government would further encroach upon the liber- 
ties of our free-enterprise system to the extent that the retailer could not 
continue to operate as a free citizen, but would become a subject of an unrea- 
sonable department of our Government. 

6. It would place the small retailer, if eventually covered, in a position of no 
legal defense on unintentional violations, becase any hearing before the Wage 
and Hour Division would always be against him, and he could not afford the 
expense of going to the Supreme Court. 

7. Retailers cannot streamline working hours of employees as can the indus- 
tries, without seriously affecting their services to the general public; neither 
can the retailer control the buying hours of the retail customer nor their 
habits; thus extension of the coverage would grossly and unreasonably incon- 
venience both the customer and the retail merchants. 

8. The average retailer knows his business does not substantially affect inter- 
state commerce, and thus by being forced under the act would create a feeling 
of utmost resentment toward the Congress and the Government (there is 
already too much of this feeling for our national security—we need no more). 

9. Then, it would create another unethical “black or gray” market by those 
people who try to get by without paying their share of taxes (including in- 
come) and thus make the honest taxpaying citizen suffer for his share of 
business, because these unethical operators could easily undersell a merchant 
covered by the act. 

In conclusion, I believe that the Congress of this great Nation is too smart 
to yield to pressure groups such as ascended on Washington most recently, but 
will give consideration to the public welfare of all the citizens by maintaining 
our free-enterprise system of economy. And I respect the wisdom of the 
Members of the Congress more than that of the university official who recently 
released a 368-page report on this question. 

There,is enclosed an extra copy with the hope that you can place it in the 
record of the committee, which will be appreciated. 

With my best personal regards, 

Sincerely, 


; C. W. PEEK, Jr., 
President, Building Material Merchants of Georgia. 


Texas RETAIL JEWELERS ASSOCIATION, INC., 


Houston, Tex., May 9, 1956. 
Hon. LYNDON B. JOHNSON, 


Washington, D. C. 


Dear SENATOR AND FRIEND: Our Texas association begs of you to positively 
oppose any attempt to eliminate the present retail service exemption. 


Please place this request in the hands of Senator Douglas for entry into the 
records. 


Sincerely thanking you, 


R. J. SLAGLE, 
Erecutive Secretary, Treasurer. 


TEXAS RETAIL JEWELERS ASSOCIATION, INC., 


Houston, Tezr., May 16, 1956. 
Hon. Lynpon B. JOHNSON, 


Washington, D. C. 


Dear SENATOR AND FRIEND: As president of the Texas Retail Jewelers Asso- 
ciation, Inc., I am writing you at this time to request that you oppose any at- 
tempt to eliminate the present retail service exemption. 

It would be appreciated if you would place this request in the hands of Sen- 
ator Douglas for entry into the records. 

Yours very truly, 


DoLtPpH MILLER, President. 
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SAVANNAH, Ga., May 15, 1956 
Hon. RicH arp B. Russet, 
Senate Office Building, Washington, D. C. 


Dear SENATOR: It is my understanding that the Labor Subcommittee of the 
Senate Labor and Public Welfare Committee has started hearings on proposals 
to extend coverage of the Wage-Hour Act to include some retailers. If maneuvers 
are successful they would lead to elimination of section 13 (a) (2) exemption for 
all retailers. 

Please give serious consideration to any such proposals and my reasons why 
retailers should not be covered : 

1. The majority of retailers do not seriously affect interstate commerce or the 
wage scale of manufacturing plants. 

2. If covered, this could cause a large portion of the retailers to confine their 
purchases within the States. Which would then be exempt from the act. 

3. Unfortunately the retail building material merchant cannot contro! the 
need of his Customers and must govern himself according to local needs. This 
alone creates a long working week, thus causing a hardship because he has to be 
on hand to serve the public or pay for this service to be performed at an excessive 
wage seale. 

4. Past experience will tell you that any retail operation, whether it be retail 
building material merchants, filling station operators, grocery stores, clothing 
stores, and thousands of others that come under this category would have to close 
their doors if put to such test were the retail exemption eliminated. 

Please place in the record of the committee a copy of the enclosed letter and 
request their consideration in retaining the retail exemption which I am sure will 
be of more value to our economic structure than the changes now proposed 

Thanking you in advance for any courtesies rendered, also wishing you good 
health and a successful administration. 

Yours truly, 


C. B. MIKELL, 
Director, Building Material Merchants of Georgia. 


CRAEMER’S, 
Cedar Rapids, Iowa, May 11, 1956. 
Senator PAUL H. DouGLas, 
Chairman, Subcommittee on Labor and Public Welfare, 
United States Senate, Washington, D.C. 

DEAR SENATOR DouGLas: We know that there are many forces trying to in- 
fluence you to include retail establishments under the Federal wage-hour law. 
The people who are exerting this pressure either have an ulterior motive or do not 
understand the nature and problems of the retail business. 

Retailing is intrinsically local and the business of each establishment is con- 
fined to a trade area whether that area be a few blocks or a few miles. This 
applies equally to the units of the giant chains as well as to small neighborhood 
stores. 

Retailing is a pure example of American competitive enterprise and each estab- 
lishment, to survive, must meet the conditions of its locality and the demands of 
its buying public. Rates of wages are certainly one of these conditions and you 
will find that retail employees are comparatively well paid. If this was not true 
the stores would not be staffed. Retail establishments compete for employees as 
weil as for customers. 

The inclusion of retail establishments under the Federal wage-hour law will 
work a hardship on them, particularly on small retailers, to the extent that many 
will be foreed out of business by such Government-compelled increase of overhead 
expenses. Expense increases cannot be passed on to the buying public and the 
narrow, survival margin of profit has been continually decreasing during the past 
few years. 

We urge you and your colleagues to take a firm, audible stand in our behalf, 
and we ask that you make this letter part of your subcommittee’s record. 

Yours verly truly, 
RICHARD M. MILLer. 
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THe HowLanp-HvuGues Co., 
Waterbury, Conn., May 11, 195: 
SENATOR PauL H. DovuGtas, 
Chairman, Subcommittee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear Senator Dovuctas: We operate an independent department store in 
Waterbury, Conn., and our business is essentially local in character. 

in the State of Connecticut, as you are undoubtedly aware, there is ample 
authority vested in the State commissioner of labor to increase minimum wages 
wheuever his investigations tind that an increase is indicated. 

We, therefore, urge that your committee recommend that the retail exemption 
in the Fair Labor Standards Act be retained in its present form and that this 
letter appear as a part of your subcommittee’s record. 

Very truly yours, 
Ravcpu H. Paine, President. 


SPOKANE Dry Goops Co., 
Spokane, Wash., May 10, 1956. 
SENATOR PaAuL H. DouGLas, 
Chairman, Subcommittee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


DeaR SENATOR Dovuctas: It has come to my attention that the Senate Sub- 
committee on Labor and Welfare, of which you are chairman, are holding or 
soon will hold hearings on the Fair Labor Standards Act. It is my understand- 
ing that the primary purpose of these hearings is to consider extension of the 
act to employers not presently covered, such as the retail industry. 

Traditionally, I am sure that you know that the retail industry has always 
been expressly exempt from the coverage of this act. As retailers, we have 
always maintained that retailing is a purely local function and that retailers are 
not in interstate commerce. 

Here in Spokane the retailers as a group are much concerned about the possible 
expansion of the act to cover them, and are very much opposed to it. I notice 
that there is some trend at this time to only cover chainstores and the larger 
retailers. The smaller retailers still,oppose this expansion of the act, feeling 
that it is only a first step in the expansion, and that if the larger retailers and 
chainstores are covered, it is only a matter of time until they would also be 
brought under the coverage. 

My friends in the retail industry, as well as I personally, sincerely hope that 
you will use your influence to preserving the traditional exemption of retailing. 

I would also greatly appreciate it if you would make this letter a part of the 
subcommittee’s official record. 

Sincerely yours, 
R. A. PATERSON, 
President and General Manager. 


Tue Rosert CLOTHING Co., 
Lancaster, Ohio. May 7, 1956. 
Senator Paut H. Doveé.as, 
United States Senate, Washington, D.C. 

Dear Senator Douctas: I am writing to you in regards to the Fair Labor 
Standards Act which is coming on the floor May 9. The retail exemptions should 
be retained in the present form for the following reasons: 

1. Manufacturing and retailing differ in that manufacturing can figure their 
selling costs down to the fraction of a cent and adjust their selling prices accord- 
ingly, while the small retailer has no means of figuring how much each clerk 
will sell. I handle mostly branded merchandise with a nationally advertised 
retail and cannot make any allowances for an increase in overhead. 

2. I employ a couple of high school boys after school and on the weekends 
and if the minimum wage affects us I will be forced to let them go. The same 
thing applies to my other part-time help during peak seasons. 

3. Not only will it affect the small store owner, but it will throw a lot of 
part-time people out of work who need the additional revenue. 
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I would appreciate it if you would make this letter part of the subcommittes 
re« ords. 
Thank you very much for your cooperation on this matter. 
Very truly yours, 


Rosert M, SHAMANSKI 


LIPMAN WoLre & Co., 


Portland, Oreg., May 9, 1956. 
Senator Paut H, DovueGtas, 


Chairman, Subcominittee on Labor and Public Welfare, 
United States Senate, Washington, D.C. 

DeaR SENATOR DouGias: As I understand it, your committee is currently hold 
ing hearings on the Fair Labor Standards Act with the primary purpose being 
to consider the extension of the act to employers not presently covered, includ 
ing the retail and service industries. 

Some of my objections to the removal of the retail exemption are: 

1. The retail industry’s method of payment, including monthly commissions, 
which is peculiar to this industry alone, was developed in the absence of cover 
age by the Fair Labor Standards Act, and would be completely unworkable under 
the act. 

2. We have State laws which adequately protect our people. 

3. Our competition is local rather than national, so that laws which are 
national in scope are not applicable. 

4. A substantial number of stores in the retail industry would not be subject 
to the act, because they would be outside Federal jurisdiction. 
unfair competitive relationship would be established. 

5. Retailing, unlike many other industries, is a full-time operation. A 
retailer does not and cannot shut down in slack periods, and a workable compen- 
sation method must give recognition to this fact. 

For the reasons listed above, I recommend to your committee that the retail 
exemption be retained in its present form. I would like to also ask that this 
letter be made a part of the subcommittee’s record. 

Sincerely yours, 


Thus, a very 


HAROLD WENDEL, President. 


KALE-LAWING Co., 
Charlotte, N. C., May 8 1956. 
Senator PAUL H. Dovué.Las, 

Chairman, Subcommittee on Labor and Public Welfare, 
Washington, D.C. 

DeaR SENATOR DouGLas: We are writing to ask that the retail exemption be 
retained in its present form in the wage and hour legislation and that this letter 
be made a part of the records of your hearing. 

Yours very truly, 


W. W. KALe. 


Ira A. WATSON Co., 


Knozville, Tenn., May 9, 1956. 
Hon. Paut H. DovuGLas, 


United States Senate Office Building, 
Washington, D.C. 


Dear Sir: This letter is being written to respectfully urge you to lend your 
support to the preservation of the retail exemption clause of the Fair Labor 
Standards Act in its present form. ; 

Our company operates a chain of retail dry-goods stores in seven of the South- 
eastern States. At the present time we have 22 stores which are located primarily 
in rural communities. Our stores are individualized operations to quite an extent 
and our store managers, who own 25 percent of the capital stock of the stores 
which they manage, are residents and citizens of the communities in which the 
stores are located. 

As retail merchants in these 22 different communities, we believe that the local 
nature, relatively low gross profit and high expense ratio of the retailing business 
makes the preservation of the retail exemption of utmost importance to all retail 
establishments and thereby to the general business conditions and well-being of 
the thousands of communities throughout the United States. 


78155—56——44 
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We believe retailing, regardless of type of ownership, is local in character, ser, 
ing its own local trading area. Each unit is a local retail establishment in itself. 
Furthermore, retail sales do not directly affect the type of interstate commerce 
which we believe was intended to be controlled by the Fair Labor Standards Act 
We believe that Congress purpesely included the retail exemption in the origina} 
act to make certain that local retail and service establishments were not subject 
to Federal wage and hour controls. It seems to us that nothing has occurred since 
then to change the local character of retailing. 

It seems to us that the local nature of the business of retail stores makes them 
largely intrastate businesses and that it would be an infringement of States rights 
for them to have Federal regulation of hours and wages. Furthermore, we be- 
lieve States are better qualified to act in this area of local business if and when 
necessary. 

We will appreciate very much your strong support of the retail exemption clause 
and thank you in advance for it. Also, we respectfully ask that this letter he 
made part of the record of the Senate Subcommittee on Labor and Welfare in 
connection with the hearings on the Fair Labor Standards Act. 

Very truly yours, 


HeEnryY N. CARMICHAEL, Jr., Secretary. 


MEMORANDUM 
Kuine’s, Marion, Ohio. 
To: Senator Paul H. Douglas, chairman. 
Subject: Wage-hour schedule. 
We urge that the retail exemption be retained in its present form. 
Please make this letter a part of the subcommittee’s record. 
Very truly yours, 
KLINE’s DEPARTMENT STORE, 
Hart C. BAKER, 


CHARLOTTE LAUNDRY, INC., 


Charlotte, N. C., May 4, 1956. 
Hon. SAM J. Ervin, JR., 


Senate Building, 
Washington, D.C. 


Dear Mr. Ervin: We have received notice that Senator Douglas (Democrat, 
Illinois) has scheduled hearings on the extension of coverage of the wage-hour 
law, to begin on May 8. 

As you very well know, Senator Ervin, years ago when the Wagner Act be- 
came effective, laundry and dry-cleaning plants were declared to be intrastate 
business and were exempt. This exemption has been effective ever since that 
time and we maintain that it should continue. 

Laundries, in most instances, are small plants, employing from 10 to 150 
people, a large majority of whom are women, It is a service industry purely, 
selling labor only. 

Last year, 1955, our own plant and sales labor amounted to 63.06 percent of 
our total sales. We have estimated that if we were not exempt from the wace- 
hour law, recently passed, this same labor would total 83.79 percent of our total 
sales on a basis of 1955. Now in order to reduce that percentage to 65.06 
pereent, we would have to increase our sales price 32.65 percent, which is abso- 
lutely impossible. 

The biggest part of our business is received from the housewife, who, 
strangely enough, is our bigegst competitor. While up to now our increases in 
the price of our services have been modest, a further increase, as outlined above. 
would drive our customers away from us and those whom the wage-hour law is 
supposed to protect would lose their jobs. 

Due to the sales of millions of home washing machines in our Nation, the 
laundry industry is in a rather precarious situation. These washing machines 
are highly advertised at a cost of millions of dollars by machine manufacturers, 
with extravagant claims and no downpayment. These efforts are aided by mil- 
lions of dollars of radio, television and newspaper advertising by soap manufac- 
turers and while we know that if every item of expense of home washing were 
taken into consideration, commercial laundry service would be more economical, 
but we have not been able to meet the tremendous influence of this costly sales 
promotion by the machine and soap manufacturers. 
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\s above stated, most of our employees are women and most of these women 
are comparable to domestic labor, that is, servants in the home, Of our 115 plant 
employees, 62 are over 40 years of age, 34 are over 50 years of age and 5 between 
61 and 70. We believe the same situation exists in all laundry plants, not only 
in North Carolina, but throughout the South. 

The wage-hour law, if extended to cover laundry and dry cleaning plants, 
would endanger the very existence of this industry. Many plants situated in the 
East have been compelled to close their doors. One in Charlotte expects to go 
out of business within 30 days. Many plants located in North Carolina and 
throughout the South are operating on lowest profits in the history of the indus- 
try and some without any profits at all. Especially is this true of what we con- 
sider the larger plants, employing 100 to 150 people, who formerly did the largest 
percent of volume of business. 

We will be very glad to give you any other information that you may need in 
the hope that you will do everything in your power against the removal of the 
present exemption from the wage-hour law. 

With kindest regards and best wishes, we remain, 

Sincerely yours, 
Henry B. Benotr, President. 


BROCKBANK APPAREL Co., 
Salt Lake City, Utah, May 14, 1956. 
Senator Paut H. Dove as, 
Chairman, Subcommittee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear SENATOR Dovual.As: It is our understanding that you are now holding hear- 
ings on the Fair Labor Standards Act. The primary purpose being to consider 
extension of the act to employers not presently covered, including retail estab- 
lishments. 

As retailers we wish to state our position. We are operating in small farm- 
ing communities. Our business is of small volume. It has never been, and is 
not now, such that we could even approximate the $1 per hour minimum wage. 
We would undoubtedly have to close our doors, and pull out at a substantial loss, 
unless we could find some other way of increasing our business. We therefore 
ask that the retail exemption be retained in its present form, and that you 
please make this letter a part of your subcommittee record. 

Yours very truly, 


Suretey M. Snow, Manager. 


THE EASTERLING Co., 


Chicago, Ill., May 10, 1956. 
Mr. Stewart E. McC.Lure, 


Staff Director, Senator Douglas Subcommittee 
of Senate Committee on Labor and Public Welfare, 
Capitol Building, Washington, D. C. 


DeaR Mr. McCuure: Certain bills now pending before the Senator Douglas 
subcommittee of the Senate Labor and Public Relations Committee for the amend- 
ment of the National Fair Labor’s Standard Act (commonly called Wage and 
Hour Act) are: 

S. 3310—a bill to remove the exemption for outside salesmen. 

S. 662—a bill to raise the salary requirement for executive and administra- 
tive employees to $6,000 per year with no change in the outside sales exemp- 
tion. 

S. 770—same as S. 3310. 


S. 3310 and S. 770 


Industry statistics show that there are presently about 7 million individuals 
engaged in direct selling. Over 90 percent are doing this solely on a part-time 
basis whether to help a child through school, to pay for family equipment, or the 
like. They work outside the offices and control of the sellers. The selling com- 
panies are all small or medium-sized businesses. The great bulk of these part- 
time sales ladies and men, are associated with companies selling less than $1 
million per year. No employee relationship ordinarily exists in contract ar- 
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rangements with these people. They are usually individuals having a separat, 
regular occupation, or, housewives, who devote only portions of their tim 
evenings, weekends, etc., to earn additional income for family education, Ty 
sets, homes, car, etc. The Easterling Co. has contracted with approximatel, 
1,700 such individuals throughout the country, enabling them to solicit orders 
for its products, but it is our experience that less than 10 percent of the ip. 
dividuals under contract earn commission income, which would approach norma! 
income requirement for a wage earner. 

It would be impossible to compensate such salespeople on an hourly basis 
The net effect of these bills would, therefore, be to prevent direct-selling organi- 
zations from extending the opportunity for extra income to the vast bulk of 
these people because of the economic impossibility of maintaining the salary 
requirements of the Fair Labor Standards Act. They would be out of work 
and, I do not see how the selling companies could function with only a sma!) 
core of hourly paid sales people. 


S. 662 


The purpose of this bill is to increase the amount of salary paid to executives 
and administrators to $6,000 per year from the present levels of $55 per week fo: 
executive personnel and $75 per week for administrative personnel. We have n 
argument with an increase of salary requirements for executives and adminis 
trators who may be described as inside employees; personnel whose time an 
attention are under supervision in the daily routine of a business office opera 
tion. However, to force such minimums on outside personnel would result i 
the elimination of most of such personnel from the supervisory force of the 40 
percent of the direct-selling companies which now utilize them. Their hours 
and methods of work are entirely beyond control. Many, if not most, work 
on a part-time basis. Many selling part-time and supervising part-time, son 
with a job on the side. While the value of their services is ascertainable, it 
cannot be measured by hours, and would ordinarily average well below the pro- 
posed $6,000 floor. This proposed floor would accordingly eliminate positions 
for the great majority of people now working as outside administrative and 
executive personuel: Such outside personnel must be compensated principally 
on an incentive basis; due to the impossibility of controlling their endeavors ; 
form of remuneration based on results obtained is essential if their jobs are tu 
be preserved. 

May I commend to your committee and to Senator Douglas, its chairman, the 
written statement on this subject to the committee by J. M. George, counsel 
of NADSC dated May 4 and also his statement at the December 12, 1955, hearing 
of the Wage and Hour Division concerning increases in minimum salaries for 
executive, administrative, and professional employees. 

This company subscribes to Mr. George’s views and I personally believe his 
knowledge of direct selling entitles them to your earnest consideration. 

With the above factors in mind, we ask your committee to give due considera- 
tion to the adverse effects of these proposed amendments on the multitude of 
small businesses engaged in direct selling and, more important, on dangers to 
the outside personnel whose work would be jeopardized and in most cases 
eliminated. 

We accordingly object to both amendments. 


Respectfully submitted. ! 
J.C. Lunn, President. 


DuNCAN TELEPHONE Co., 
Davis, W. Va., May 8, 1956. 


Hon. MatrHew M. NEELY, 
United States Senate, Washington, D.C. 

Dear SENATOR NEELY: I understand that a subcommittee of the Senate Labor 
and Public Welfare Committee, of which you are a member, will begin holding 
hearings on May 9 on the question of expansion of the coverage of the Fair 
Labor Standards Act. 

I imagine that the telephone companies’ switchboard operators’ exemption 
will again be under serious attack as it has in the past. The present law 
exempts “any switchboard operator employed in a public telephone exchange 
which has less than 750 stations.” Here in West Virginia we have 52 independent 
telephone companies that serve more than half of the geographical area of the 
Mountain State. These independent telephone companies serve the small towns 
and rural areas while the larger towns, cities, and congested areas are served 
by the Bell Telephone Co. 





AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 653 


If the 750-station exemption is removed from the present law, this will mean 
that small towns like Arnoldsburg, Big Springs, Bramwell, Cario, Cameron, Cass, 
Circleville, Clay, Cowen, Daybrook, Eglon, Frankford, Marlington, Huttonsvilie, 
Laurel Point, Moorefield, Rupert, Wayne, Worthington, and others, may be 
without telephones as the cost of operation would be so high as to force these 
small telephone companies out of business. It’s true that the telephone com- 
panies could go to the public service commission for an increase in rates, but 
with the small size of the telephone companies, the number of stations they 
serve, it would seem to me that the increase in rates would have to be so great 
that the subscribers, who, as you know, in these rural areas in West Virginia are 
low-income people, would have to give up their telephones. 

Senator, when this hearing comes up, please remember the people in the small 
towns and rural areas of West Virginia. There is no surer way of putting small 
business out of business and making big business bigger than by subjecting 
small business in every instance to legislative standards considered reasonable 
in large metropolitan areas. The equal treatment of unequals is itself unequal. 

If you would want additional information of the various independents in 
West Virginia, the area served, type of service, number of telephones, and what 
the repeal of the 750-station exemption will mean to them, I will be only too glad 
to get together with some of the other independents and compile this information 
for you. 

The present exemption in the law does not affect our company, as we have 
heen fortunate enough to convert our operation to automatic dial operation, thus 
doing away with telephone operators. However, I am vitally interested in the 
other independent operating telephone companies in West Virginia and their 
preservation. We independents are proud of the fact that we are independent 
of the Bell Telephone Co., and of the progress that we have made. 

Senator, any consideration you may give the independent telephone companies 
and the people of the small towns and rural areas will be greatly appreciated. 

Very truly yours, 
GERALD H. Parks, President. 


AMERICAN ASSOCIATION OF UNIVERSITY WOMEN, 
NATIONAL HEADQUARTERS, 
Washington, D. C. May 9, 1956. 
Senator PAut H. Dovuctas, 
Senate Labor and Public Welfare Subcommittee, 
United States Senate, Washington, D. C. 


Deak SENATOR Doveias: The American Association of University Women 
wishes to go on record in support of extending coverage of the Fair Labor Stand- 
ards Act to substandard groups. By substandard groups, we mean those types of 
employment in interstate commerce not already covered by the FLSA. 

The AAUW has a membership of over 135,000 college-trained women and is 
irganized into more than 1,300 branches located in all 48 States, Alaska, Hawaii, 
Guam, and the District of Columbia. The association has long concerned itself 
with Federal legislation in the public interest, and to this end adopts a legislative 
program biennially. At its most recent convention held in Los Angeles, the fol- 
owing legis'ative item was proposed from the floor, debated and adopted unani- 
mously: “Support of measures to promote wage and hour protection of sub- 
standard groups.” 

We strongly urge this committee and the United States Senate to enact legisla- 
tion which will extend coverage of the Fair Labor Standards Act to substandard 
groups. 

Sincerely yours, 
ISABEL H. KipENEY, 
Mrs. James W. Kideney, 
Chairman, Legislative Program Committee, 


Monrovia, Carir., May 8, 1956. 
Senator Paut H. Doveras, 
Chairman, Subcommittee on Labor and Public Welfare, 
United Stutes Senate, Washington, D. C.: 
_ Urge that the retail exemption to Fair Labor Standards Act be retained i 
ifs present form and this wire become a part of subcommittee record. 


Kari M. THompson McBRATNEYS. 





684 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


OmanHa, NEsR., May 7, 1956 
SENATE LABOR COM MITTEE, 
Senate Office Building, Washington, D. C.: 


Due to our type of retail business, we as an association do hereby request that 
the Federal wage and hour law retail exemption be preserved. We request tha: 
this wire be included in record of the hearing. 


Mipwest Rerart Farm EQuIPMENT ASSOCIATION, 
LeRoy F. Barry, Managing Director. 


MITCHELL, NEBR., May 8, 1956. 
Senator PAUL DouGLas, 


Senate Labor Committee, 
Senate Office Building, Washington, D. C.: 


Our 14 members asks that service establishments doing laundry and dry clean- 
ing be excluded from Federal wage and hour control. We operate on a local basis 
and hire many handicapped persons who could not be employed when minimum 
wage law prevailed. We request this message be made a part of the records 
of the present hearing. 

Scotrs Biurr County Dry CLEANERS ASSOCIATION, 
Stan Ri Fuscumot, Secretary. 


CLARKSDALE, MiIss., May 7, 1950. 
Senator Paut H. Dovatas, 
Chairman, Subcommittee on Labor and Public Welfare, 
United States Senate, Washington, D. C.: 
We urge retail exemption be retained in present form under Fair Labor Stand- 
ards Act as representing best interest in store operations. Please make this part 
of committee’s records. 


THE STYLE SHOPPE. 


CLARKSDALE, Miss., May 7, 1956. 
Senator Paut H. Douetas, 
Chairman, Subcommitiee on Labor and Public Welfare, 
United States Senate, Washington, D. C.: 


We urge retail exemption be retained in present form under Fair Labor 
Standards Act as representing best interest in store operations. Please make 
this part of the committee records. 


CLARKSDALE PRINTING Co. 


CLARKSDALE, Miss., May 7, 1956. 
Senator Paut H. Dovetas, 
Chairman, Subcommittee on Labor and Public Welfare, 
United States Senate, Washington, D. C.: 


We urge retail exemption be retained in present form under Fair Labor 
Standards Act as representing best interest in store operations. Please make 
this part of the committee’s records. 


NELLIE Mays Girt SHOP. 


CLARKSDALE, Miss., May 7, 1956. 
Senator Paut H. DovuGtas, 
Chairman, Subcommittee on Labor and Public Welfare, 
United States Senate, Washington, D. C.: 


We urge retail exemption be retained in present form under Fair Labor Stand- 
ards Act as representing best interest in store operations. Please make this 
part of the committee’s records. This chamber represents 150 merchants. 


Rerall. MERCHANTS COMMITTEE OF THE CHAMBER OF COMMERCE. 
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CLARKSDALE, Miss., May 7, 1956 
Senator PauL H. DovuGLas, 


Chairman, Subcommittee on Labor and Public Welfare, 
United States Senate, Washington, D. C.: 


We urge retail exemption be retained in present form under Fair Labor Stand- 
ards Act as representing best interest in store operations. Please make this part 
of the committee’s records. 


THE Orrice Suppty. 


CLARKSDALE, Miss., May 7, 1956. 
Senator Paut H. DouG.Las, 


Chairman, Subcommittee on Labor and Public Welfare, 
United States Senate, Washington, D. C.: 

We urge retail exemption be retained in present form under Fair Labor Stand- 
ards Act as representing best interest in store operations. Please make this 
part of the committee's records. 

J. C. PENNEY’Ss. 


CLARKSDALE, Miss., May 7, 1956. 
Senator PauL H. Dovue.as, 
Chairman, Subcommittee on Labor and Public Welfare, 
United States Senate, Washington, D. C.: 

We urge retail exemption be retained in present form under Fair Labor Stand- 
ards Act as representing best intérest in store operations. Please make this 
part of the committee’s records. 

Wireys STore. 


BALTIMorE, Mp., May 7, 1956. 
Senator PauL H. DouG.as, 
Chairman, Subcommittee on Labor, 
Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C.: 


We earnestly urge and insist that the retail exemption be retained in its present 
form in the Fair Labor Standards Act and further request that this wire be 
made part of the subcommittee’s record. 

Reap Druc & CHEMICAL Co., 
ArtTHuR NatrTans, President. 


ORLANDO, Fia, May 7, 1956. 
Hon. Paut H. Dove.as, 
Chairman, Labor Subcommittee, 
Senate Labor and Public Welfare Committee, 
United States Senate, Washington, D. C.: 


Members of our association, representing retail lumber and building materials 
dealers in Florida are opposed to extension of wage-hour law to include retail 
establishment. Retai! coverage would interfere with dealers’ flexibility of oper- 
ation, impair retail services to the public, endanger the stability of employment 
how enjoyed by retail employees and increase operating cost. We request that 
this wire be placed in the record of hearing. 


Marie BENNETT, Executive Secretary. 
Froripa LuMBER & MILLWORK ASSOCIATION, 


OMAHA, NesR., May 5, 1956. 
Senator Pau H. DouGLas, 
Senate Labor Committee, 
Senate Office Building, Washington, D. C.: 


Am informed Federal wage-hour law hearings scheduled for next week. Please 
include in hearing record our position of advocating preservation of retailing ex- 
emption as was intended and provided in the original act. Retailing is local 
business and can best serve the public under local and State control. 


ASSOCIATED RETAILERS OF OMAHA, 
Gro. T. Wruck, Secretary. 
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OMAHA, NEBR., May 5, 1956 
Senator Pau. H. Dove.tas, 


Senate Labor Committee, 
Senate Office Building, Washington, D. C.: 


Please include in hearing record of Federal wage-hour law scheduled next 
week our request to retain the retail exemption. Removal of exemption would 
result in Federal interference in local retail competition, contrary to the intent 
of the law and rights of States to control local employment conditions. 


NEBRASKA FEDERATION OF RETAIL ASSOCIATIONS, 
Gro. T. Wruck, Secretary. 


STATEMENT OF R. H. Rowe, Vice PRESIDENT AND SECRETARY, UNITED States 
WHOLESALE Grocers’ ASSOCIATION 


My name is R. H. Rowe. I am vice president and secretary of the United States 
Wholesale Grocers’ Association, a national trade organization of independent 
food and grocery distributors, with headquarters in Washington, D. C. 

It is our view that since the first session of this Congress raised the minimum 
hourly wage rate from 75 cents an hour to $1—an increase of 33% percent, no 
further substantial change should now be made in the act, in order to let the 
industries affected have time to adjust themselves to the increase. 

This is especially applicable to business concerns located outside of the highly 
industrialized sections of the country and which had wage scales at or only 
somewhat above the old minimum of 75 cents. 

Such concerns need opportunity to adjust their businesses to the increase, and, 
we think, should not now be required to make further adjustment to the elimi- 
nations of the exemptions provided in the act. 

In my testimony before this committee on May 5, 1955, chiefly on question of 
increasing the minimum wage, I concluded with a statement opposing the elim- 
ination or curtailment of the exemption for outside salesmen. 

Since this exemption is now in specific issue before this committee, I would 
like to emphasize again our opposition to its elimination. 

One basic reason for retaining the exemption as it now stands is that the out- 
side salesman performs work away from his employer’s place of business, and 
that he works alone and without supervision while so engaged. Another is that 
his hours must conform to the convenience of his customers and not to his con- 
venience or that of his employer. 

The employer has no control over the salesman’s hour-by-hour performance. 
This should be left to the discretion and good judgment of the salesman. This 
procedure is best for both salesman and his employer. 

The art of selling is related directly to the individual personality of the sales- 
man. To put him on a rigid time schedule would be to imprison the sway of his 
personality and the exercise of his art and to limit seriously the result of his 
work. 

In the wholesale grocery business, the salesman has many of the character- 
istics of an independent contractor. He is becoming more and more a merchan- 
dising counselor to his retailer customer, giving the retailer advice on modern 
store operation, equipment, and plans for promoting sales to consumers. 

In many cases such help is even more beneficial to the retailer than the prices 
charged for the goods. 

In conformity with the varied talents and duties of the salesman, which they 
exercise in their own way once they have left the employer’s place of business, we 
find that wholesale grocer salesmen are paid in a multiplicity of ways. 

We quote from the salesmen’s compensation part of our survey of wholesale 
grocers’ profit and loss figures for 1952 operations : ; 

“Table 12 indicates that wholesale grocers employ practically every concelv- 
able method of paying salesmen. It shows that the 127 firms responding used 
the following 16 factors [or methods in determining compensation of salesmen] 
either singly or in combination: salary, sales, gross profit, net profit, profit earned 
by salesmen, profit sharing, profitableness of items, individual accomplishment, 
Christmas gifts, commissions, quotas, bad debts, collections, delivery cost, travel 
cost, and age of accounts.” 

The survey lists at least 39 specific applications of such factors, or 39 differ- 
ent ways in which wholesale grocer salesmen are paid, none of which has any 
reference to daily or weekly hours. 
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| do not see how a 40-hour week or an 8-hour day can be superimposed on 
such a variety of payment methods or on the varied work and ways of salesmen, 
without great harm to both salesmen and employers. 


OVERTIME EXEMPTION FOR “MOTOR CARRIER” EMPLOYEES 


We oppose the elimination of the overtime exemption for truck drivers 
and related employees provided in section 13 (b) (1) of the act. Drivers and 
their helpers are the most important of such motor employees to the business 
of the wholesale grocer. 

While the driver and his helper are performing their duties, they, like the 
outside salesman, are away from their employer’s place of business and operate 
without employer supervision when so occupied. 

The ICC regulations require a driver who goes out more than 50 miles and 
who is engaged in interstate transportation to keep a log of his trip, but both he 
and his helper are without direct supervision with respect to allotment of time 
for their various duties. 

In cases where the log is nvt required, the driver and his helper are strictly 
on their own with respect to time necessary for completion of their work 
assignment. 

Delivery drivers employed by wholesale grocers are engaged in what has 
been called multiple-stop, diminishing load operations, which would be especially 
hard to regulate as to time, and many of such drivers operate only locally so 
that they do not keep any logs. The keeping of a driver's log, incidentally, is a 
very great burden and one that would be almost impossible to enforce in local 
distribution. 

We think the elimination of this exemption would raise serious operating prob 
lems by wholesale grocers affected, all too soon after adjustment to or absorp 
tion of, the increased minimum. 


INCREASING SALARY LEVEL FOR EXEMPTION OF WHTIE COLLAR WORKERS 


The Fair Labor Standards Act provides exemption for administrative, execu- 
tive and professional employees as such employees may be defined by the Wage 
and Hour Administrator. 

The act provides no minimum salary requirements for such exemption. The 
Administrator, however, has set not less than $55 a week or $2,860 a year for 
executive employees and not less than $75 a week or $3,900 a year for administra- 
tive and professional employees. Shorter lists of qualifications provide a salary 
level of $5,200 a year for each of the three types of employees. 

We think that Congress did not intend any such requirements. We believe it 
intended to exempt any one who performs the bona fide duties of executive, 
administrative, and professional employees, leaving it to the Administrator to 
define such duties. 

S. 662, among other things, would raise the salary minimum for these employees 
to a flat figure of $6,000 a year. We think this is another case of going too fast 
and too far, especially for many small businesses. 

If there is to be any salary minimum attached to this exemption, and we 
oppose any, then we think determination of the amount would best b left to the 
Administrator who has the opportunity of conducting extensive investigation of 
all phases of this specific subject. 

In fact, in December last year he heard testimony for several days on this 
question: What, if any changes should be made in the salary-level requirements 
for executive, administrative, and professional employees? So far, however, he 
has not announced any decision. 

This manner of effecting any change in the salary level seems to us more 
realistic and more equitable than for Congress to undertake to set a flat minimum 
figure, especially so high a figure as that named in 8. 662. 


INCREASING GENERAL COVERAGE 


We oppose the proposal to extend the general coverage of the act to 
activities which substantially affect interstate commerce. 

We think this is too vague a standard for an act of this kind—too vague for 
understanding by employers intended to be covered and too vague for ready 
enforcement. 
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Such employers would not likely know whether they are covered by the ac: 
or not, would not know the act applied to them until! after complaint and legs 
determination which could subject them to ruinous back-wage liabilities. 

No lawyer, we believe, would be able to advise the majority of businessmey 
with any degree of assurance as to whether they were covered or not. We 
think that would be a disastrous situation. 

We seen no reason to put essentially intrastate business in such confusion 
and such jeopardy. 


INTERNATIONAL LADIES’ GARMENT WorRKERS’ UNION, 
New York, N. Y., May 2, 1956. 
Hon. Paut H. Dovuetas, 
Chairman, Subcommittee on Labor, 
United States Senate, Washington, D.C. 

Dear SENATOR Doucetas: I understand that your subcommittee is planning 4 
series of hearings on the extension of coverage of the national minimum wage 
under the Fair Labor Standards Act. When I appeared before your subcom- 
mittee last year I limited my own presentation to advocacy of an increased mini- 
mum wage including adjustments in the Puerto Rico and the Virgin Islands mini- 
mums. I made clear, however, that I was vitally concerned with coverage, the 
subject treated fully by George Meany, Walter Reuther, and other labor leaders. 

I am convinced that extension of coverage is a needed step in raising the stand- 
ards of many of the lowest-paid workers of our Nation and would benefit the 
fair employer who suffers competition from the chiseler. I am sure that you 
will bear in mind that the restricted coverage of the act was not, and is not, 
based on any careful differentiation between areas in which the applicstion of 
its standards is economically justifiable and other areas where it is not. The 
limitation of the act to employees who are “engaged in commerce or the produc- 
tion of goods for commerce” came about as a result of doubt that the courts 
would uphold the act. It was narrowly phrased to make it constitutionally 
palatable. These doubts, however, proved to be unfounded. When they were 
dissipated by subsequent court decisions, with them went the justification for 
the restricted coverage of the act and elimination of its several exemptions. 

I am submitting this statement in lieu of personal appearance because I am 
certain that labor spokesmen more directly concerned with the noncovered or 
exempt industries and workers will cover the subject fully. I am anxious, how- 
ever, to have the position of the International Ladies’ Garment Workers’ Union 
noted on the record. 

As a result of your deliberations last year, and largely because of your own 
devoted and skillful efforts, the Congress voted an increase in the national mini- 
mum wage to $1 an hour, to take effect on March 1, 1956. However, the statu- 
tory increase was not made applicable to raise the prevailing minimum wage 
rates in Puerto Rico and the Virgin Islands, despite the recommendations made 
by your subcommittee and their adoption by the Senate. While changes were 
made in the special industry committee procedures, through which the adjust- 
ments in the insular minimum wage rates have been speeded up, the basic prob- 
lem of the constantly widening wage differential between the insular and main- 
land industries has not been solved. 

The case for increasing the prevailing insular minimums by the same number 
of cents per hour by which the national minimum was raised has been made, 
I believe, in last year’s hearings. Evidently your subcommittee, the full Senate 
Committee on Labor and Public Welfare, and the Senate itself, were in agree 
ment that a case had been made, for provisions for such statutory adjustments 
in the Puerto Rico and the Virgin Islands rates were included in the bill reported 
to and passed by the Senate. The procedure embodied in this bill, of raising 
the existing minimums first by a percentage amount and at a later date to the 
full amount of the stateside increase in cents per hour, was distinctly a signifi- 
cant step in the right direction. 

It is imperative to take prompt action with regard to these islands, both in the 
interest of their underpaid workers as well as to provide a fairer basis of com- 
petition with the mainland. I do not believe that additional hearings are needed 
to do so. The existing record is ample, bolstered as it is by the economic studies 
made by the subcommittee’s own staff. I strongly urge you, therefore, to recom- 
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mend the enactment, at the earlist possible date, of statutory minimum-wage 
,djustments for Puerto Rico and the Virgin Islands by the same 25 cents as else- 
where in the United States. 
Sincerely yours, 
Davip DUBINSKY. 


Kansas Crry, Mo., May 12, 1956 
Hon. PAut H. DoveLas, 
Chairman, Labor Subcommittee, Senate Labor and Public Welfare 
Committee, United States Senate: 


Re wage-hour law hearings. Our 1,500 lumber dealer members strongly urge 
your committee not recommend extending coverage to retailers. It’s in interest 
of public that retailer exemption be retained and was intent of Congress when 
aw originally passed. Thanks for recording our opposition in record of hear- 
ings and for your consideration. 

SOUTHWESTERN LUMBERMEN’'S ASSOCIATION, 
G. KENNETH MILLIKEN, 
Executive Vice President. 


STATEMENT ON BEHALF OF UNITED STATES INDEPENDENT TELEPHONE ASSOCIATION 
py CLYDE MCF ARLIN, CHAIRMAN OF ITS EMPLOYMENT RELATIONS COMMITTEE 


This statement is presented on behalf of the United States Independent Tele- 
phone Association. It is the national trade organization representing the In- 
dependent segment of the telephone industry, that is, the non-Bell part of the 
industry. 

The independent telephone industry is comprised of 4,714 companies, serving 
10,859 exchanges and 844 million telephones. While this comprises only about 
20 percent of the number of telephones in the country, the independent companies 
serve approximately two-thirds of the geographical area of the Nation. 

Ours is essentially a rural industry. The exchanges are located largely in 
small towns, and customers live in these small towns and the surrounding farm 
areas. Bighty percent of the independent telephones are located in residences. 
Therefore, these independent telephone companies are largely dependent upon 
agricultural income for their operating revenues. 

There are in the independent telephone industry several so-called group com- 
panies which are large by the standards of our industry but if they be called 
large it is because they are composed of a large number of small companies. 
However, the great majority of these companies are small, locally owned com- 
panies, and most of them own and operate only one exchange. In order that 
you may better understand just how small these companies are, 4,900 of the 
manually operated exchanges have less than 500 telephones, and 5,500 of 
the manual exchanges have less than 750 telephones. Attached as exhibit A 
sa table showing the number and size of both manual and dial exchanges in the 
independent telephone industry. 

We are opposed to any propesal to repeal or amend section 13 (a) (11) of the 
Fair Labor Standards Act, which provides: 

“the provisions of sections 6 and 7 shall not apply with respect to * * * (11) 
iny switchboard operator employed in a public telephone exchange which 
has not more than 750 stations.” 

As we understand it, the purpose of the hearings being conducted by this com- 
mittee is to consider amendments to the Fair Labor Standards Act. We un- 
derstand testimony has been introduced proposing the repeal of section 13 (a) 
(11) above referred to. From this testimony, it is evident there is some mis- 
understanding about the history and the purpose of this provision of the Fair 
Labor Standards Act. Said section 13 (a) (11) did not appear in the original 
act. 

It became apparent that the great majority of small independent telephone 
companies could not comply with the wage and hour provisions of the original 
act. Congress speedily recognized the peril which threatened these small rural 
telephone companies and extensive hearings were held before both the House 
and Senate committees on legislation to exempt the smaller exchanges from 
the wage and hour provisions. There was considerable discussion as to the 
form this exemption should take. The advice of the Wage and Hour Division 
was sought and the Division, in turn, sent a telegraphic inquiry to the State 
regulatory bodies asking their recommendations. 
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Recommendations of State regulatory bodics 


On February 14, 1939, Mr. Carroll R. Daugherty, Chief Economist, Wage ang 
Hour Division of the United States Department of Labor, sent an inguiry ; 
each State regulatory body asking each of those bodies to state whether an 
part of the telephone industry ought to be exempt from the wage and hour 
provisions of the Fair Labor Standards Act, and if so, what should be thy 
basis of such exemption. The telegram indicated three possibilities as follows 

Number of telephones served by an exchange : 250, 500, 750, 1,000. 

Population of town in which exchange is located: 500, 1,000, 2,500, 5,000. 
7,500, 10,000. 

Annual exchange service revenues: $7,500, $10,000, $15,000, $20,000, $30,00, 

Replies from 36 State regulatory bodies submitting recommendations are classi- 
fied as follows: 

Number of States 


Size of exchange to be exempted recommendiny 


1,000 urban subscribers - 
Re Cry ars rt sa en er ccieiicoen 
Tene ee en ene enn nn nnn enna nnn nce tere hen xen aie 
1.000 stations ; 
Oe ee San as Sete Seen Sere See 
500 subscribers 

Cee nnn nnn nee ee ee ee ee eee ee 
250 stations 


I COs ot Sr iin eaonetmosiscienrastursemmasonesseaehbaraaaiitis 
States not responding 
No regulatory body, or not having jurisdiction 


Total number of States 


These regulatory bodies are thoroughly familiar with the economic conditions 
of their States, and above all else, they have first-hand knowledge of the opera- 
tions and financial requirements of the telephone utilities under their jurisdiction. 

It is interesting to note that 22 of the 36 State regulatory bodies responding 
recommended an exemption of not less than 1,000 subscribers or 1,000 stations. 

The House Labor Committee recommended the adoption of an amendment pro- 
viding an exemption for exchanges having less than 500 stations. In House 
Report No. 1448, 76th Congress, 1st session, August 3, 1939, the committee said: 

“The exemption for the operators of some small telephone exchanges is neces- 
sary to insure uninterrupted telephonic communication service for the farmer 
and for the small rural community. Small telephone companies, on the whole, are 
financially unable to comply with the wage provisions of the act, and the sporadic 
character of the demand for service makes the application of the hours provisions 
of the act impracticable.” 

Congress enacted an amendment providing for exemption of telephone opera- 
tors in exchanges having less than 500 telephones, and in 1949 the law was 
amended to exempt exchanges having less than 750 stations. Testimony has been 
introduced before this committee that the original purpose of the act has been 
perverted, and that somewhere along the line the term “exchange” was sub- 
stituted for “company”. A reading of the legislative history of the amendment 
will disclose that there was never any substitution of the word “exchange” for 
“company”, and that there has not been any perversion of the original purpose 
of the amendment. 

Much has been made of the point that when the original amendment was 
adopted, the switchboard was either in the home of the company owner or in 
the home of the switchboard operator. This situation is not greatly changed 
today. For example, there are five small exchanges in my county in Iowa which 
are exempt from the provisions of the Wage and Hour Act, and in all of them 
the exchange is located in a home. The reasons which persuaded Congress to 
adopt this amendment in 1939 are just as persuasive today as they were at the 
time of the original enactment of the amendment. 


Wages paid telephone operators in erempt exchanges are comparable with wages 
paid in other industries in the community 


While the wages paid telephone operators in exempt exchanges are generally 
below the minimum prescribed by the Fair Labor Standards Act, they are usually 
equal and in many cases higher than those paid in other businesses of the com- 
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munity which compete with the telephone company for labor. It must be re 
membered that these small exchanges are located in small towns and that the 
costs of living are much lower in small communities than they are in larger 
communities. 

In many of these exchanges living quarters with heat, light, and other utilities 
ire furnished to the operator, or operators. In many cases, a family unit per- 
forms both the maintenance and the operating functions in the exchange. Most 
of the major items involved in the family budget are cheaper in the smaller 

mmunities, and basic food products such as meat, dairy products, eggs, vege- 
tables, ete., are cheaper in these small towns than in the large cities. There are 
other favorable economic factors in the small towns, such as the fact that the 
employee can go home to lunch, has no transportation charges to and from work, 
and amusements, medical care, ete., are also cheaper. 

While the wages dollarwise are smaller than those paid in larger communi- 
ties, they are adequate for the needs of the employee in these small communi 
ties. A very large number of them own their own homes, own Cars, and main- 
tain a standard of living comparable with that of other persons employed in 
other industries in the town. 

In small exchanges, where the exchange is located in a home, the operator 
has been able to perform her household duties and still operate the switchboard 


The telephone company is usually the only industry subject to the provisions of 
the wage and hour law in small towns 


Quite frequently the telephone company is the only business, or is one of two 
or three, such as the railroad company, the bank and telegraph company, which 
is subject to the wage-and-hour law. The retail stores, the garages, imple- 
ment stores, and service trades are all exempt from the provisions of the Fair 
Labor Standards Act. To repeal this exemption would require the telephone 
company to pay a higher hourly wage rate than other business institutions in the 
town. This would tend to create ill will and dissatisfaction not only among em- 
ployees but with the managers and proprietors of the other businesses. 


Any inerease in wage costs due to a repeal of the eremption must be passed on to 
telephone subscribers 


It is evident that a repeal of the exemption would result in higher labor costs 
to these small telephone exchanges. There is no way for the telephone com- 
pany to absorb an increase in the cost of telephone operations. Because of the 
increase in wages, higher costs of telephone equipment, taxes, and maintenance, 
it has been necessary for our telephone companies to increase their subscriber 
rates, some of them several times, since the end of World War II. It is our be- 
lief that the repeal of this exemption would make the costs of telephone services 
almost prohibitive in the towns served by the smaller exchanges. We have 
asked the members of our association what effect a repeal of the exemption 
would have on the rates charged the subscribers they serve, and some of the com- 
ments received from some of the companies are as follows: 

Alabama: “This is a farming section and the farmer could not stand the in- 
crease due to low farm income for several years.” 

Arizona: “If we had no exemption whatever, we would be put out of business, 
for the simple reason that all of our exchanges except one would be hit.” 

Arkansas: “Extremely antagonistic. Might even remove practically all 
phones.” 

Colorado: “Elimination of the 750-station exemption at this time could easily 
mean our exit from the telephone business.” 

Georgia : ‘Would require an 87 percent increase in rates. Would close at least 
5 of the 6 exchanges.” 

Idaho: “We just received a grant in rates and to ask for an additional raise 
would be most difficult at this time considering the agricultural picture.” 

Illinois: “Would almost cause a complete loss of stations which would force 
us to close our doors. We would not have enough subscribers left to operate.” 

Indiana: “75 percent of our subscribers live on farms. Their income is down. 
Their reaction would be against any increase at this time.” 

Iowa: “Our subscribers would not be able to pay the raise in rates that would 
be needed. We are going to lose too many subscribers. A lot of companies will 
zo broke. Exchange would be forced to close as subscribers would not pay in- 
creased rates. This community would not have telephone service, unless a larger 
company would do it. Local ownership would be gone. There would be a violent 
protest. The country telephone is their very lifeblood. The sudden end of 
telephone service in a community, now satisfied, will raise literal hell at home 
and in Congress.” 
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Kansas: “I believe at least 50 to 100 subscribers would have their service dis. 
continued—and it could easily be more. Subscriber loss of 50 percent.” 

Kentucky: “Both of these exchanges are located in agricultural communities 
and any increase in rates would be met with serious opposition.” 

Louisiana: “We would have to close up.” 

Maine: “Public cannot pay that increase. Telephone company would have 
to go out of business. Would lose most all customers 75 to 90 percent. Would 
have to go out of business. Public will not be able to pay increase.” 

Michigan : “Very had—could cause loss of 100 telephones.” 

Minnesota: “No question but what they will revolt and scores will take out 
their telephones.” 

Missouri: “I would lose at least one-third of my subscribers and all I could do is 
lock the door. Most of the telephones would have to be taken out, therefore, | 
would not be able to operate.” 

Nebraska : “90 percent of subscribers would have telephone removed. It would 
eliminate our company.” 

New York: “Any increase in rates at present we feel would tend to increase 
the number of removals. Furious, with protest meetings at granges, etc., and 
innumerable protests.” 

Ohio: “If exemption is repealed our company will be forced to quit. Farmers 
are in a price squeeze. A telephone being one of the nonessentials will be one 
of the first to be cut off. Farmers need telephone service worse than city folks.” 

Oklahoma: “The public simply could not pay. Most patrons would discontinue 
immediately and the remaining few would have to follow. The answer for a 
small country town is so obvious that I would not even attempt to raise the rates 
like that. I would close the exchange.” 

Pennsylvania: “Two-thirds would object very strenuously. One-third would 
discontinue service.” 

South Carolina: “I think many would do without their telephones before they 
would pay the increase.” 

South Dakota: “Many of my subscribers are farmers and in face of a decrease 
in farm prices a raise in telephone rates would be very obnoxious and unfair to 
them.” 

Tennessee: “Subscribers would be unable to pay increase in rates, which 
would really result in an abandonment of all small exchanges, which would put 
all rural people without any telephone service at all.” 

Texas: “My subscribers are going to raise the roof. In fact about all of my 
rural resident subscribers have said they will discontinue phones. We would 
lose 90 to 95 percent of the customers we now have.” 

Utah: “Inasmuch as this is a farming and ranching community and cattle 
prices are dropping, we assume at least 25 percent would remove phones.” 

Vermont: “We would be out of business. If our expenses increased 53 percent 
and our income dropped 50 percent, we would have to price our service out of 
the reach of all but a few. Doctors, fire stations, some business people, and some 
residences, would be our only customers.” 

Virginia: “Many of our subscribers will not be able to pay the increase.” 

West Virginia : “They won’t pay it.” 

Wisconsin: “Fifty percent would discontinue their phones immediately. They 
could not afford it. Service would be disconnected.” 

It is evident from these comments that increases in telephone rates which 
would be necessitated by repeal of the exemption would result in substantia! 
customer resistance and mean depriving a large number of rural subscribers of 
telephone service. 


Impact on the telephone companies themselves 


A repeal of the operators exemption would be particularly burdensome to the 
small telephone companies because any wage increase hits the telephone com- 
pany three times a day. They cannot minimize the costs by cutting down hours, 
but must continue to operate twenty-four hours a day. Wages already account 
for from 65 to 80 percent of the operating expenses of small telephone companies, 
and a repeal of the exemption would greatly increase this percentage. 

If the exemption were repealed, it would cost a telephone company $8,760 per 
year, to operate an exchange, with one operator, on a twenty-four hour basis. 
In an exchange having 100 subscribers, the cost of operators’ wages alone would 
be $7.30 per month, for each subscriber. In addition there would be costs of 
maintenance and taxes, insurance, repairs, and many other expenses that are 
incident to operation. It is evident that the subscribers of telephone exchanges 
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ip these small rural communitites, would not be financially able to pay such costs 
for telephone service. Only a few business places would be able to continue 
their telephone service. The result would be that the company would becom: 
vpankrupt and the subscribers would be deprived of telephone service 

In order that you might understand how many very small exchanges would 
e affected by this situation, I should like to tell you there are 2,005 manual! 
ndependent exchanges which have less than 150 telephones. As I have said 
efore, there are 5,500 manual exchanges having less than 750 telephones. Only 

very few of these exchanges could continue to operate manually. They would 
have four alternatives : 

|. Conversion to dial. 

2. Abandonment of service. 

Sale of the exchange to a larger company already converted to dial 
4. Bankruptcy. 

The last alternative is very real. 

| would not be candid with you if I did not tell you that a very large number 
f these small manual telephone exchanges have been, and are being, converted 
to dial, and this process will continue at an accelerated pace. The rate at which 
t is proceeding is controlled by the ability of the telephone industry to manu- 
facture dial equipment. All the manufacturers of telephene equipment, both 
independent and Bell, have been operating at capacity since the end of the war. 
The greater part of this telephone equipment is being used as additions to tele 
phone plants so that persons who do not now have a telephone may be given 
service. 

It is the best judgment of those in the telephone industry that it would take 
10 or 12 years of full production of telephone equipment before all of these 
small independent manual exchanges could be converted to dial, their plants 
would have to be rebuilt, and central office equipment manufactured. Assuming 
that equipment were available, it would take from 1 to 3 years from the time the 
orders were placed for dial equipment before the exchange could be converted 
to dial operation. It must be evident to you that if Congress were to repeal this 
exemption, with an immediate effective date, literally hundreds of these smal) 
exchanges would become bankrupt before they could get equipment to convert 
their exchange to dial. Most of the subscribers of these small exchanges serving 
rural people need telephone service much more than urban residents. Because 
they live in the country they need a telephone to call the fire department, the 
police department, the doctor, the feed man, the oil truck, the livestock buyer, 
and their business connections. A telephone is a real necessity to a farmer. 
Repeal of this exemption would deprive a great many of them of telephone service. 

Our industry is making an honest effort to solve this situation. The operators 
in these small exchanges are generally satisfied with their employment and live 
well compared with other employed people in their communities. Certainly it 
will be no service to them to have this exemption repealed because the inevitable 
result will be that they will lose their jobs in the near future, either due to dial 
conversion or bankruptcy of their company. 

The number of operators involved is relatively small. Certainly it is insignifi- 
cant when compared to the number of telephone subscribers who would be 
affected by a repeal of the exemption. 


Some reasons why the present basis of the switchboard operator exemption 
should be left unchanged 

At a hearing before this Subcommittee earlier in the year, President Beirne 
of the Communications Workers of America (CWA) recommended that the basis 
of the switchboard operator exemption be changed from an exchange one to a 
company one. 

The Independent telephone companies of the country are strongly opposed to 
any such a proposal. Some of the reasons why it should not be considered may 
be summarily stated as follows : 

(1) The principal reason against putting the exemption on a company basis 
is that it is entirely bereft of logic. The exemption was originally made to help 
the smaller exchange continue its existence by gearing operators’ wages to the 
economy of the community it serves, where it is common knowledge wages, 
living costs, and telephone rates are lower than in larger communities. Who 
can say with logic that because a company has two or more small exchanges with 
a total of over 750 stations, its ability to pay operators’ wages is equal to that 
of a company having 1 exchange of over 750 stations? 

(2) The station exchange basis of providing the exemption is the basis recom- 
mended by the greatest number of State regulatory commissions when the exemp- 
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tion was first legislated by Congress in 1989. Those regulatory authorities were 
and are familiar with the operations of our exchanges, with the local sentiment 
of subscribers, and with local economic conditions. Their views are entitled to 
weighty consideration. 

(3) The station exchange basis of providing the exemption has received con. 
gressional scrutiny twice (1939 and again 1949) and received approval each time 

(4) To change from an exchange basis to a company basis would deprive a 
number of Independent companies of the needed benefit of the exemption merely 
because they happen to have more than one small exchange. ' 

(5) A company basis would impose a genuine hardship on telephone subscribers 
because of the need for increasing subscriber rates in an amount sufficient to 
cushion the impact of increased wage costs. Such rate increases, varying in 
individual instances, would range from a low of about 10 percent to a high of 
100 percent. Hundreds of thousands of subscribers in our opinion would choose 
to go without telephone service rather than pay the necessary increased charges, 
It should be remembered that 80 percent of the telephones in the Independent 
industry are in residences. This class of subscribers has no way of passing 
increased charges along. Many of such telephone users are known in the industry 
as marginal subscribers. 

(6) Changing the basis of the exemption would also be very harmful to the 
switchboard operators themselves for the reason that, with telephones removed 
from residences because of higher subscriber charges, the telephone traffic calling 
volume would be reduced and the need for switchboard operators correspondingly 
diminished. The number of operators needed at any exchange always has a 
relationship to the number of telephones in service and the calling habits of 
subscribers. 

(7) Putting the exemption on a company basis instead of an exchange basis 
would solve no problem but create many new ones. If a single company exchange 
in Town A has the benefit of the exemption and there is another exchange in 
Town B 5 miles away owned by a company which has more than one exchange 
without the benefit of the exemption, the subscriber rates in the latter would 
have to be on a substantially higher basis. The reasons for this would be difficult 
to understand by the people in the latter community and a how! of terrific propor- 
tions would immediately develop because of the telephone charge differential, to 
the very real embarrassment of the company owning the latter exchange. In- 
creasing telephone rates in such a situation would introduce the hazard of loss 
of subscribers. This in turn would result in impairment of employment oppor- 
tunities for switchboard operators, while at the same time creating serious 
financial problems for the company involved. 

(8) It may be old-fashioned but it is nonetheless true that wages paid by 
telephone companies have simply got to be geared to the economy of the par- 
ticular community in which they are paid and have a relationship to wages 
paid for comparable skills by other business. If an exchange of Company A 
which has heretofore had the benefit of the exchange exemption should be obliged 
to increase its wages beyond the level paid for comparable skills elsewhere in 
the community, that exchange is going to suffer a serious case of bad public 
relations with the managements of other enterprise and with subscribers gen- 
erally. 

(9) It is no solution to the problem presented by a need for higher revenue 
to say, “Go to your State commissions and get your subscriber rates increased.” 
Some of the reasons this is no solution are referred to in this statement. It 
is becoming harder to obtain rate increases. Because of inflationary conditions 
many companies in recent years have already been before regulatory commis- 
sions from 2 to 5 times for higher rates. There may be such a thing as the 
well going dry. It must be remembered that although in individual instances 
permission to increase rates might be obtained, there is no regulatory commission 
anywhere with power broad enough to require a telephone subscriber to keep 
his telephone if the cost is beyond his ability to bear. 

(10) To put the exemption on a company basis instead of an exchange basis 
would introduce complexities and vexation in administration. The Wage-Hour 
Division has been administering the exemption on an exchange basis since 19°") 
(500 stations from 1939-50 and 750 stations since 1950). New concepts would 
have to be provided and become familiar both within Government agency and 
within the industry if a change were made. This would not be easy. 

In conclusion, the United States Independent Telephone Association requests 


that you do not either repeal or modify the telephone switchboard operator 
exemption in the Wage-Hour Act. 
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STATEMENT OF ALVIN A. VoGEes, SECRETARY-MANAGER AMERICAN VENEER PACKac 
ASSOCIATION, ORLANDO, FLA,, RE AMENDMENT OF THE Fark LABOR STANDARDS Acr 


i 


My name is Alvin A. Voges; I am employed as secretary-manager of American 
Veneer Package Association, Inc., with offices at 122544 North Orange Avenue, 
Orlando, Fla. 

American Veneer Package Association was incorporated in 1938 as a non-profit 
association of the manufacturers of wood veneer fruit and vegetable packages 
As such we represent the majority volume of wood veneer fruit and vegetable 
baskets, hampers and nail-type crates manufactured in the United States. 

I have been in this position since 1951, previous to which, since 1946, I was 
employed as secretary-inanager of a Florida citrus association. 

My appearance before you in this hearing is limited to Senate bill No. 1437 
introduced by Senators Capehart and Curtis, a bill to amend the Fair Labor 
Standards Act by clarifying the definition of “employee,” and for other purposes 

In the minds of the public there exists a relationship, a relationship that has 
also been recognized by the courts, between the National Labor Relations Act, 
the Social Security Act, and the Fair Labor Standards Act. 

It is inconceivable that Congress deliberately made different yardsticks by 
which to measure “employee” in the several acts. It is conceivable and reason- 
able that the word “employee” have similar interpretation for all three acts. 

When enacted neither the National Labor Relations Act nor the Social Security 
Act nor the Fair Labor Standards Act gave adequate definition of “employee.” 
Apparently, and appropriately so, Congress thought there could not be serious 
argument concerning the historical employee-employer relationship. 

For many generations and through thousands of court decisions, the common- 
law rule of “employee” has become established to the extent that the public in 
general, the legal fraternity in particular, and the courts could, in a very high 
percentage of the cases, readily conclude who is and who is not an “employee.” 

As an example of its widespread understanding, I here give you the reply of 
learned counsel to one of our members : 

“For your information, ‘common-law rules’ mean simply what you always have 
considered as the employer-employee relationship. That is the basis for the 
contracts which you have with people that now serve you as ‘independent con- 
tractors. On the other hand, as you well know, those in administrative posi- 
tions in Washington and other places have a way of making things mean what 
they want them to mean.” 

Not many years after enactment of the National Labor Relations Act and the 
Social Security Act, Congress, to restore order, to stop abuse, to restore the con 
fidence of the people, and in an effort to call a halt to the ever-widening scope of 
administrative interpretations and broad decisional rulings, enacted amend 
ments to these two laws which, among other things, clarified the meaning of the 
word “employee.” 

When the Fair Labor Standards Act became law, the language of it seemed 
quite simple and readily understandable; and we are quite convinced, the intent 
of Congress at that time was to effect legislation that continued to consider 
“employee” in the common-law manner universally traditional. 

Probably the very simplicity of the law as originaily adopted allowed the 
whims and fancies of those charged with its administration and the courts to so 
confuse the language of the law that in one decade it was made into something 
not recognizable by Congress as its action. 

And so amendments to this law were enacted. These amendments, to the ex- 
tent provided, except for the changes in minimum wage, were for the purpose of 
spelling out the intent of Congress and in so doing close off the many bypaths of 
enforcement followed by the administrators of the law. 

The amendments, however, failed to clarify the term “employee.” 

Administrators of the act have chosen to ignore what we and the public gen- 
erally believe was the intent of Congress, and have developed an expandable 
theory which implies there is no limit at which they will stop in extending the 
relationship between employee and employer. 

The administrators of the act, for reasons best known to themselves, make use 
of what they call the economic reality theory, and under their interpretation 
they probably could find that control by a person contracting with an “inde- 
pendent contractor” is such that the “independent contractors” and their em- 
ployees were employees of the contracting party for the purpose of the act. 
After they have done this, and made the contracting party like it, the relation- 
ship with the “independent contractors” and their employees would be changed 
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ind subsequently the person contracting would probably be an employer even 
under the National Labor Relations Act and the social security law. 

It has been part of our American way of life for an aggressive, energetic ina 
-idual to conceive the idea of operating his own business and without resources 

ther than his inherent ability and will to succeed, begin operating as an inde 
yendent contractor. Often such individuals have been helped on their way }) 
others who took a personal interest in them for their ingenuity, their resource 
fulness, their sheer undaunted courage. 

it is safe to say there are within this subcommittee those who thus asserted 
their independence and have forever been proud of it. Many of yesterday and 
today’s great people of our Nation had just such a beginning, and would be the 
first to tell you how they “came up the hard way.” Such action has been a rea! 
stic pattern to success. 

Granted, there are those who set up dummy situations to avoid the law. The 
task is to weed these out and such weeding out should not be done at the expense 
of those dedicated to being men of business. 

At present, and as originally enacted, the act defines “employee” as any indi- 
vidual employed by an employer. 

Certainly it is true, the word “employee” as it is now defined in the Fair Labor 
Standards Act is ambiguous and that very ambiguity has caused complex prob 
lems and occasioned unnecessary litigation. 

It is apparent the Department of Labor likes the present ambiguous definition 
of “employee” for in its objections to 8S. 1437 the Secretary of Labor in outlining 
his objections said: 

“The present definition of ‘employee’ in section 3 (e) has permitted the courts 
generally to give an interpretation to the term which is consistent with the broad 
social and remedial purposes of the act.” 

Aside from the fact that the Secretary burdens the courts with all the respon 
sibility for interpreting the definition of “employee” without indicating that 
administrators contribute with their interpretations, the statement brazenly ad 
mits that the courts not Congress decide what is an “employee.” 

Because of administrative wanderings, because of judicial indecision concer 
ing the limits of the employer-employee relationship under the act, because those 
learned in law cannot properly advise their clients, because the public is now 
confused and being further confused day by day, because those wanting to be 
self-employed are entitled to the opportunity, it is evident that Congress must 
make its intent concerning the term “employee” abundantly clear. 

We believe Congress should be the one to decide the scope and meaning of 
the legislation it enacted, and that a common definition should be applicable to 
the several related laws. 

We believe the public in general, the legal fraternity in particular, and the 
courts can, a very high percentage of the time, readily conclude who is and who 
is not an employee under the common-law rules of master and servant and with 
such a definition harassment and litigation on the subject would be considerably 
lessened. 

We therefore urge that this subcommittee approve S. 1437 and do all within 
their power to secure its approval by the full committee that it may come before 
the Senate for action at an early date. 


STATEMENT OF THE NATIONAL CoTrron CoUNCIL ON PROPOSED AMENDMENTS TO FAIR 
LABOR STANDARDS AcT 


My name is J. Banks Young. I am Washington representative of the National 
Cotton Council of America, which has its headquarters in Memphis, Tenn. The 
cotton council is the overall organization of the raw cotton industry, represent 
ing cotton producers, cotton ginners, cotton warehousemen, cotton merc! 
cottonseed crushers and cotton spinners. 

At its last annual meeting on January 31, 1956, the voting delegates of the 
council approved unanimously the following resolution : 

“That the council reaffirm its previous position on fair labor standards, and 
its opposition to any increase in the minimum wage or in coverage of the present 
act: 

“That efforts be continued to secure a realistic definition of ‘area of produc- 
tion’ that conforms to the intent of Congress, and a realistic interpretation of ‘ad- 
ministrative and executive employees’ * * *” 


ants, 
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Mr. Chairman, last year when this committee was considering the bills 


lated to extension of coverage under the Fair Labor Standards Act and an 
crease in the minimum hourly rate, four representatives of the raw cotton ip 
dustry testified as to the effects which these proposals would have. Since 
virtually all of the 1955 cotton crop had gone through the first processing an 
handling stage by March 1, 1956, when the increase in the minimum wage to $) 
an hour went into effect, it is not possible to report to you specifically on t 
effects of the increase. 

In our testimony of a year ago, we cited evidence of a general economy boom- 
ing, with agricultural income extremely low. In the past year, this wide ga; 
has become even wider. For example, the average wage per hour for all manu 
facturing reached $1.95 in March of 1956 as compared with $1.80 referred to 
in our testimony for the year 1954. Month after month the Department of Labo: 
has been announcing new all-time high peaks for take-home pay of factory work 
ers. The March average net spendable weekly earnings totaled $72.10 for a 
worker with three dependents, which is almost 5 percent more than a year 
earlier. Total personal incomes are also reaching new all-time peaks. Data for 
the latest month available indicate an increase of $21 billion (on an annual rate 
basis) during the past vear. With factory workers’ take-home pay increasing 
almost 5 percent in the past year and the cost of living index up only three-tenths 
of 1 percent, buying power—living standards—have increased 4 percent for fac- 
tory workers in the past year. 

On the other hand, farm prices are down about 4 percent from a year ago, and 
net farm income is down 5 percent from a year ago. With farm production costs 
increasing slightly as gross income declined further, farmers retained as net 
income in 1955 only 3214 percent of their realized gross farm income. Except 
for 1932, this is the smallest percentage on record. 

sringing new employees within the coverage of the Fair Labor Standards Act 
in the Farm Belt of this country can only have the effect of increasing farm costs 
and further lowering net farm income. Some of the proposals now pending 
before the committee would bring within the provisions of the act farm workers 
on farms employing an average of 3 to 5 workers on a year-round basis. In most 
farming sections of this Nation that is a family-size farm. How can a family- 
size farm with net incomes drastically down ever hope to pay $1 minimum wage 
for 40 hours work per week and time-and-a-half for overtime? Overall hourly 
earnings in agriculture were just 65% cents per hour in 1955. This includes the 
average hourly earnings of farm operators as well as hired workers. 

The cotton industry vigorously opposes any increased coverage whatsoever 
under the Wage and Hous Act, so as not to further depress present standards of 
living in agriculture. 

Turning now to the other point in our resolution, we urge that this committee 
approve a change in the present exemptions for first processing and handling of 
agricultural commodities. This would be accomplished under the provisions of 
S. 3916, introduced by Senator John C. Stennis, of Mississippi, which we endorse. 
Let me illustrate the way S. 3916 would change the present application of the 
exemption in the case of cotton. Employees engaged in cotton ginning and 
warehousing of cotton are exempt from the minimum wage and maximum hour 
provision of the Fair Labor Standards Act if the gin or warehouse at which 
they are employed is in the area of cotton production. That is the present pro- 
vision of section 13 (a) (10). 

But the statute specified that the Wage and Hour Administrator should deter- 
mine the area of the country in which cotton is produced. This would seem to 
be a very simple problem. Census reports the counties of the United States 
where cotton is grown, including the number of farmers growing cotton, the 
number of acres planted, the number of bales produced. But how does the Wage 
and Hour Administrator define the area where cotton is produced? By using a 
rule based on the distance of the gin or warehouse to a village or city of a cer- 
tain size, and the distance cotton being ginned or warehoused is transported, the 
Administrator has said that 94 percent of the cotton going into warehouses in 
that part of the country which is called the Cotton Belt was not in the area 
where cotton is produced. 

Gins located squarely in the middle of a 1,000-acre field of cotton in the largest 
cotton producing county in the United States are not even considered to be in 
the area where cotton is grown if it so happens that the gin is a mile from 2 
village where as many as 2,501 people live, or within 3 miles of a city where as 
many as 50,000 people live. Even if there were no concentration of population 
within 50 or 100 miles of the gin, if as much as 5 percent of the cotton he ginned 


} 
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any one month was hauled from farms more than 10 miles distant, 

suld not be considered to be in the area where cotton is produced 

Che results of this most unreasonable definition of area of production by 
Wage and Hour Administrator, coupled with the increase in the minim 
from 75 cents to $1 an hour, will increase the cost of ginning and haz 

nu by almost $5 a bale on the 1956 crop, as compared with the 1055 «1 

Mr. Chairman, we urge that this committee take action which will corré this 
intolerable situation, and legislatively define area of production as being any 
ounty in which the crop is grown commercially. In addition, it will be 
sury to spell out in the law what first processing and handling means, as well as 

e types of operations to be exempt in the area of production. Currently the 
Wage and Hour Administrator does not consider that a night wat 


tlie 


im wage 


be cot 


neces 


Chinudan if 
tton warehouse is engaged in warehousing cotton. Before an employee is ex 
empt, he must physically handle the bales of cotton being stored. Certainly this 
needs to be corrected. S. 3916 would correct these two situations and we u 
approval by the committee. 
We appreciate very much the opportunity of presenting the views of the 
National Cotton Council. 


£e its 


NATIONAL FARMERS UNION, 
Washington D. C., July 17, 1956 
Hon. Joun F. KENNEDY, 
Chairman, Subcommittee on Labor of the Senate Labor and Public Welfare 
Committee, United States Capitol, Washington, D. C. 


DeAR SENATOR KENNEDY: Delegates to the recent national convention of Na 
tional Farmers Union adopted a resolution on minimum wage coverage as follows: 


“LABOR RELATIONS 


“We support the efforts of all those who work for employers to obtain Federal 
and State legislation to protect their rights to organize, bargain collectively and 
protect their organizations. We oppose so-called right-to-work legislation and 
support expansion of minimum wage legislation to cover all employees, along 
with Federal protection to employers to enable them to pay just wages * * *. 

On May 9, 1955, I appeared before the Senate Subcommittee on Labor in be half 
of legislation providing an increase in the minimum wage to $1.25 per hour. I 
further urged at that time that the Fair Labor Standards Act be extended in 
order to afford protection to the millions of workers who are not now covered. 
National Farmers Union believes that extending protection or coverage under 
the minimum-wage law is as vital to the economic welfare of farmers as to the 
low-income families who would be benefited. 

We urge the subcommittee to expand the coverage of the minimum-wage law 
along the lines of the bill, 8. 662, introduced in 1955 by Senator Lehman and 
the companion bill introduced by Congressman Wier. National Farmers Union 
is deeply disturbed and concerned over the lack of support of administration 
leaders, including the President, for such legislation. The truth of it, of course, 
is that the Eisenhower sliding-scale philosophy with which we farmers are now 
so agonizingly familiar has been applied not only to farmers but to all working 
people, including small business. The recommendation for a minimum-wage 
increase of only 90 cents per hour and the veto of the farm bill are two exam- 
ples of the trickle-down theory of the big-business mind in action. Failure to 
expand purchasing power of farmers and low-income workers is sorely hurting 
small-business men. Their cash registers reflect each working day the failure 
of the trickle-down theory of the Eisenhower administration. 

The 90-cent per hour minimum-wage level recommended by President Eisen- 
hower and Secretary of Labor Mitchell was grossly unrealistic and out of step 
with present-day living costs at the time it was made. A minimum wage of $1 
an hour is still too low. Wein National Farmers Union hold ‘to our recommenda- 
tion to the committee last May that a minimum wage of $1.25 per hour is neces- 
sary to the economic welfare of farmers and of workers. 

Ixpanded coverage of the minimum-wage law would boost the incomes of 
families who spend a relatively large share of their incomes for the necessities 
of life. Additional income for this segment of the economy is certain to result 
in greater business activity. Expanded coverage of the minimum-wage law will 
create additional jobs, instead of creating unemployment as some administration 
spokesmen fear. We believe further that extending coverage of the minimum 
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wage law is a must if we are to advance our rate of economic growth in step wit} 
technological advancement. 

Expansion of the United States economy is heavily dependent on consumer 
credit. However, the need for the basic essentials of life by low-income families 
has resulted in credit overextension. This is expected of families currently re. 
ceiving incomes of $2,000 and less. Expanding coverage of the minimum-wag; 
law will enable hard-pressed, low-income families to meet their debt obligations 
and thereby permit them to remain active purchasers of farmers’ produce of 
food and fiber. 

Family farmers of the Nation have served and are still serving as the man. 
power reservoir for industry. Farmers’ children in cities are counted among the 
number to benefit by expanded coverage of the minimum-wage law. Moreover 
family farmers historically and traditionally have been the major suppliers of 
labor for the operation of their farms. More often than not, some member of the 
farm family has sought employment elsewhere. This is particularly true of the 
smnall, low-income farm families. One of the ways to assure that members of low- 
income farm families who are forced to seek outside work get adequate pay Bs to 
expand the coverage and to increase further the minimum-wage rate. 

National Farmers Union has found its program in step with the interest of 
working people at the bottom of the wage scale. But that is not the only area in 
which we can meet on grounds of mutual concern and interest with United States 
workers. National Farmers Union has consistently supported adequate un- 
employment insurance, a fair and just labor-relations law, a public-works shelf, 
improved housing standards, Federal aid to education, extensions in coverage 
and benefit of social security, an adequate program of health insurance, civi! 
rights and liberties legislation, selective-service legislation, an enlightened foreign 
policy, expanded international trade and an international food and raw materials 
reserve, all of which are needed to assure full employment, and improved living 
standards for labor as well as for farmers. 

There are some in the Congress, in the administration and in the business and 
industrial world who are exerting their every effort to split what they call a 
farmer-labor alliance. They point with great misgivings at the political power 
of such teamwork between two segments of the population. I share with them 
many of their fears concerning economic power groupings in United States 
politics. I am well aware that violent collusions of economic interests can lead 
to even more violent physical collusions and that in other countries unscrupulous 
men have taken advantage of such conflict to erect Fascist and Communist gov- 
ernments. 

The greatest threat to the working of democracy—to the farmers and wage 
earners in America has always been—and still is—the efforts of monopolists, of 
econoinic royalists, of malefactors of great wealth to take over the instruments of 
government. They work tirelessly to defeat any measure not in the interest of 
their personal gain and profit, without any concern whatsoever for the welfare 
of farmers or workers. 

In this day, government cannot long function for the benefit of any smal! 
group or groups of men. This we should have learned from the crash of 1929 
and the depression which followed. The best guaranty against government by 
and for small groups is in the growing political strength of farmers and wage 
earners. 

Labor and farmers have received what they enjoy in the way of economic 
benefits under the law, not by the grace of opposing forces, but by fighting on 
moral, economic, and political grounds, the forces which sought to exploit for 
personal gain. 

Ironically, business has won too. 


Small business in particular is seeing their relationship to and their interest 
in the expanding purchasing power of farmers and labor, the bulk of their cus- 
tomers. 

All the legislative history behind the Employment Act of 1946, and the develop- 
ment of programs aiding labor or farmers confirms that our objective has been 
to assure continued abundance of food and fiber, to offer farmers and laborers 
an opportunity of achieving economic equality. Expanding the coverage of the 
minimum-wage law and increasing the minimum-wage level are fully consistent 
with these aims. 

It is not enough merely to overcome maladjustment between wages and livinz 
costs which threaten our prosperity now; we must press forward now with wage 
bills more nearly approximating a decent American standard of living. We must 
not accept the reluctant and timid approach of President Eisenhower and Secre- 
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tary of Labor Mitchell to increasing the minimum-wage level and expanding 
coverage. 

National Farmers Union urges prompt, favorable action in the interest of al 
leviating poverty, and near poverty among the income-starved and under- 
nourished families at the bottom of the Nation’s wage scale. 

We respectfully request that this letter be made a part of the record of hearings 
on expanding minmium-wage coverage. 

Sincerely, 
James G. Patron, President. 


EconoMic CHARACTERISTICS OF RETAILING 
By Jules Backman, Professor of Economics, New York University 


SUMMARY AND CONCLUSIONS 


Big retailing and little retailing have the same economic characteristics. 
While the services rendered by retail stores may vary, their market is local 
and their customers usually are drawn from a small geographical area. Both 
large and small stores, independents and chains, sell predominantly in intrastate 
commerce. Size is not considered a test for the applicability of the Fair Labor 
Standards Act in manufacturing or in other areas considered to be engaged in 
interstate commerce. Size is not used as a test by the States which have enacted 
minimum wage laws. Size is not a proper test to determine that some retail 
stores should be covered while others are not covered. The economic character- 
istics of retailing indicate that all stores and firms should be treated alike. 

The factual basis for this conclusion is outlined in the following summary 
of this report. 

1. The predominant characteristic of retailing is its local nature. This is re- 
flected in the type of merchandise offered for sale, price policy, wage determina- 
tion, nature of labor supply, location of stores, and related factors. 

(a) The economic characteristics of multiunit retail stores are the same as 
those of independent stores (large and small) despite differences in ownership 
and in the handling of some servicing operations. The former usually delegate 
considerable authority to local managers so that they can be readily responsive 
to local conditions. 

(b) That even the largest stores must be located close to the customer or the 
flow of traffic is Indicated by the large-scale opening of branches by department 
stores. 

(c) The main competition of each store—whether mutiunit or independent, 
large or small—is provided by other stores in the community and hence prices 
are set on the basis of local pressures. 

(d) Centralized purchasing is not unique to chainstores. Many independents 
also have available the economies of this method of buying. 

2. Retail stores are relatively small in size and volume. Fewer than 1 percent 
of the stores have more than 25 employees. 

(a) The volume of sales per store does not vary significantly as chains grow 
in size. Firms with from 4 to 100 stores averaged between $186,149 and $253,139 
in sales per store. Even the largest multiunit companies (101 or more stores) 
averaged only $364,326 in sales per store. These are more meaningful and more 
significant data in terms of the economics of retailing than data which show a 
high concentration of sales in a relatively small number of firms. 

(b) The volume of sales per employees is not significantly different in large 
and in small stores. In fact, the largest stores tend to have less sales per em- 
ployee because they undertake additional functions such as warehousing and 
deliveries. This tendency is not unique to the United States. It is also true in 
Great Britain. 

(c) In light of the tendencies described above, there is no major difference 
between stores with a large number of employees and stores with a small num- 
ber of employees in the ability to assume significantly higher wage costs. 

3. Only one store out of every 10 was part of a multiunit firm in 1948. Data 
are not available to show what proportion of the multiunit firms have stores in 
more than one State. Since 1938 firms with four or more stores (chains) have 
declined moderately in relative importance. However, there have been varying 
experiences for different retail lines. Grocery, department store, and general 
merchandise chains now have a larger share of total sales than in 1938. Shoe, 
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apparel, variety, and drug chains are among those which have declined in relative 
importance. 

4. The volume of retail trade has shown far less fluctuation than has indus. 
trial production in the recessions during the past quarter century. 

(a) Employment in the retail trade usually falls much less than in manufac. 
turing and in the entire private economy during periods of recession; the 
changes in retail trade employment are similar to those in wholesale trade and 
in the service industries. 

5. The main characteristics of retail trade employment include the following: 

(a) There is stability of full-time employment. 

(b) There is a marked amount of seasonal employment. Both part-time and 
full-time workers are hired to meet the seasonal peaks in the industry. 

(c) There is a large volume of part-time employment in retailing. Part-tiny 
jobs provide flexibility in retailing to meet the irregular demand and at th 
same time provide job opportunities for many persons (particularly housewives 
and students) who are not available for full-time work and who want only t 
supplement their income. 

(d) Retailing employs a relatively larger proportion of younger workers than 
most other industries. This situation reflects in part the lesser skill required 
of its employees than in sectors such as manufacturing, construction, and mining 

(e) For retail trade, the proportion of women employed is greater than for al! 
industries (39 percent compared with 30 percent) and 1% times as large as for 
all manufacturing (26 percent). Wages received by women generally are lower 
than those received by men because they tend to hold less skilled jobs on the 
average. 

(f) Only a small proportion (about 7 percent) of retail trade employees be- 
long to unions. A similar situation prevails in Canada. The small number of 
employees per store, geographic distances between stores, and changing composi- 
tion of personnel, have militated against mass unionization. 

6. For large and small stores, local labor market conditions determine the 
wages they pay. Retail stores do not set community standards; they operate 
within them. 

(a) Wages in the South generally are lower than in the rest of the country 
and, accordingly, retail wages which are locally determined, also are lower in 
the South. Approximately one-quarter of the retail sales volume is in the South. 

7. Wages are generally lower in retailing than in manufacturing and other 
sectors of the economy for the following reasons: 

(a) There is a smaller capital investment per employee in retailing ($5,000) 
than in manufacturing ($8,600). These figures do not tell the entire story. The 
industrial worker has available large masses of equipment and machinery which 
make it possible for him to increase his output and productivity enormously. 
The retail-trade investment is primarily in inventories and in space. They do 
not add significantly to the retail worker’s productivity and hence to his earnings 
potential. 

(0) Directly identifiable labor costs accounted for about 5 out of every 8 
dollars of income left to retailers after cost of goods sold in 1952. If allowance 
is made for the income of proprietors of unincorporated enterprises, then the 
total labor cost in retailing is equivalent to 90.9 percent of all income originating 
in retailing; for manufacturing the comparable figure was 78.2 percent. An 
overwhelming proportion of the income available to pay wages is already used 
for that purpose in retailing—for large stores and small stores alike. 

(c) Productivity in retail trade has lagged considerably behind the gains for 
the entire national economy and for manufacturing. Income produced per man- 
hour in retailing appears to be more than one-quarter less than the total for all 
manufacturing industries. It would be expected, therefore, that retail wages 
also would be lower. 


(d) A large proportion of the retail trade labor force is young and unskilled 
or low skilled. 

(e) Relatively lower capital investment per worker, and particularly the 
differences in the use of capital, relatively higher labor costs, smaller changes in 
productivity, and lower skill requirements—these factors distinguish retailing 
from high wage industries. 

8. Labor costs vary by retail lines. In 4 out of 33 lines, payroll costs were less 
than 10 percent of total sales; in 17 retail lines, the relative cost was between 
15 and 20 percent. 

(a) For all retailing, there have been only minor changes in the proportion of 
the sales dollar paid to employees during the past quarter of a century. How- 
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ever, for large department stores and variety chains, labor costs have been 
accounting for a growing share of total sales and of gross margins during the 
past 15 years. 

(b) There appears to be a tendency for expenses to be relatively higher for 
the larger stores. For department stores, however, relative labor costs are not 
much different among stores of different sizes; for specialty stores some rise in 
labor costs occurs for the larger stores. Actions designed to give different treat 
ment in connection with minimum wages to the stores with sales above $500,000 
annually would raise the costs of those stores which already have relatively 
the highest total expenses. This would soon be followed by wage adjustments 
among the smaller stores because of the importance of community wage levels 
in retail wage determination. 


ECONOMIC CHARACTERISTICS OF RETAIL TRADI 


Retailing is the last operation in the distribution of the fabulous output of the 
enormously productive American production line. To assure that this flow of 
goods is taken off the market place, there are more than 1.8 million retail stores 
and these are located in every city, village, and hamlet in the country. 

Approximately 1 person out of every 6 employed in private industry works 
in retailing. Almost one-eighth of the national income originates in retail trade. 
Total sales in 1954 exceeded $170 billion. Since relatively little capital is re- 
quired to enter most lines of retailing, thousands of new stores open—and close— 
each year. : 

Retailers provide every type of service a consumer may desire. Some stores 
feature cash and carry, while others provide credit and delivery. Stores featur- 
ing price appeal and little service exist alongside those which specialize in 
various services. Some stores handle thousands of different products, while 
others may specialize in 1 or 2. Some stores specialize in particular lines (e. g., 
shoes, food, furniture, etc.), others handle a diversity of products in more than 
one line. Some stores cater to special classes of customers, others deal in mass 
markets. Some stores are relatively large in size and volume, others are much 
smaller. Some stores are grouped together under a common ownership into 
chains, others are independent. 

Sut despite these differences among retail stores, they have one thing in com- 
mon. Their market is local and their customers are usually drawn from a rela- 
tively small geographical area. The retail store in New York City does not 
compete with one in Utica: in fact, in a large city, most of the stores in one 
locality do not compete to any significant extent with stores in other localities. 
Competition is among retail stores in the same small trading area. 

It was because of the local nature of retailing that the industry was specifi- 
cally exempt from the Fair Labor Standards Act (sec. 13 (a) (2)). When the 
act was amended in 1949, the retail trade exemption was continued. Now the 
Secretary of Labor has proposed that this exemption be modified so that certain 
large retailers would be covered by the act while smaller retailers would con- 
tinne to be exempt. To support this change, he submitted to the Subcommittee 
on Labor of the Senate Committee on Labor and Public Welfare, in May 1955, 
a document titled “Materials on Coverage and Exemptions Under the Fair 
Labor Standards Act.” This document will be referred to below as the De- 
partment of Labor Materials. Sections E and F of the Materials deal with 
retail trade. The Materials propose that the act be amended to extend cov- 
erage to interstate chains (E-p. 1). The Materials are designed “to summarize 
information on the characteristics of the interstate chains, especially on those 
factors which are pertinent to the application of a minimum wage.” (KE, pp. 
3-4. ) 

Most of the data contained in the Materials, however, deal with the economic 
characteristics of all retailing rather than with those of the chains, as the fol- 
lowing items show : 

The distribution of occupations among interstate chains and other retail- 
ers “is probably about the same” (FE, p. 7) ; 

The “typical retail worker, in interstate chains as well as in intrastate 
enterprises, is not a union member” (EF, p. 8). 

Data were presented for all retail trade to show the relative importance 
of women employees (FE, p. 9); age of employees (EF, p. 19): and average 
hourly earnings by kind of retailing and geographically (E, pp. 12-13). 

Only in connection with the relative importance by lines of business (FE, p. 5), 
the number of workers estimated to earn less than designated amounts (E, 
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p. 14), and the relative importance of payrolls to total sales were data pre 
sented specifically for multiunit firms (EF, pp. 16-17). Even in these areas, no 
evidence is presented to show that the situation for the chains is different from 
that for all retailing. 

Clearly, the Department of Labor in this survey has recognized implicitly 
that the so-called interstate chains do not have economic characteristics which 
make them significantly distinctive from other retailers. This fact alone raises 
a serious question as to why such types of retailing—solely because of differ. 
ences in aggregate sales—should be treated differently from other retailers? Ip 
this connection, too, it should be noted that in general size does not determine 
which manufacturers shall be subject to the provisions of the Fair Labor Stand- 
ards Act. Small manufacturers, as such, are not exempt. All manufacturing is 
treated the same regardless of size. But for retailing, the Secretary of Labor 
would introduce the factor of size as a criterion for determining which retailers 
shall be covered by the Fair Labor Standards Act and which shall be exempt. 
It is the nature of the business operation and its relationship to interstate com- 
merce rather than the size of firms, which determines whether an industry shall 
be subject to Federal regulation. 

An examination of the State minimum wage laws also fails to reveal that size 
is used as a criterion of coverage. Appendix A summarizes the more important 
provisions of the State minimum wage laws. These usually set the minima by 
occupations, localities, experience, age, sex, and related factors—not by the size 
of the company 

The underlying assumption of the Materials, namely, that the economic char- 
acteristics of an industry should determine the applicability of the Fair Labor 
Standards Act, is a sound one. Unfortunately, the Department of Labor did not 
present a comprehensive statement of the economic characteristics of retailing 
and in its survey fails to give proper emphasis to the most important. The eco- 
nomic characteristics of retailing may be outlined as follows: 

1. Retailing is essentially local in nature. Regardless of the size of the 
store, its activities are centered on a relatively small area. This is inevitable be- 
cause the basic economic function of retailing is the delivery of goods and 
services to the ultimate consumer in limited amounts and on a recurrent 
basis. 

2. Retail stores usually are relatively small in size and volume. While some 
chainstore firms are very large, the volume of each individual store is usually 
in line with that in independent stores. The economies of scale are not easily 
obtained in retailing, particularly in selling. 

3. Retailing involves a number of different types of stores and selling opera- 
tions. These range from the limited service store to the store with a wide 
variety of services. 

4. Retail volume is relatively more stable than volume in manufacturing in- 
dustries. However, experience within retail trade may vary widely depending 
on the type of products sold. 

5. Employment in retail trade has the following characteristics : 

(a) Relatively stable employment opportunities for the basic full-time staff. 

(bv) A marked amount of seasonal employment. 

(c) A large number of part-time employees. 

(d) Employment of a large number of young and inexperienced workers. 

(e) Employment of a large number of women in some parts of the retail trade. 

(f) A relatively small percentage of the employees are unionized. 

6. Retail wages are determined by local factors. 

7. Wages average lower than in manufacturing industries because machinery 
and equipment, “which extend the worker’s hands” and increase his productivity, 
have not become as significant a factor in retailing, labor costs are relatively 
high, and skill requirements are relatively low for many jobs. 

&. Payrolls as percent of sales vary among retailing lines. Large stores often 
have the same or relatively higher payroll costs than smaller stores in the same 
lines. 

The Department of Labor Materials did not deal with characteristics 1, 2, 3, 
6, and 7 and covered inadequately and incompletely the other 3 characteristics. 
In the following pages, the Materials are examined and evaluated against the 
background of these eight economic characteristics of retailing. 


1. Retailing is local in nature 


The predominant characteristic of retailing is its local character. This is in- 
evitable because the retailer stands at the end of the production and distribution 
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line. It is his function to make goods and services available to the ultimate con 
sumer. Although the automobile has increased the area in which a consumer 
may shop, the overwhelming bulk of all purchases is made within a small d 
tance from his home. While some citizens living close to the border of a State 
may cross State lines for some purchases, ordinarily they are made preponder 
antly within the State of residence. Most retail stores—small and large alike 
draw their traffic from the immediate area and, whether a chain store or an 
independent, cater to a large extent to neighborhood business. 

As Prof. Richard A. Lester has pointed out: “Much of industry is ‘market 
pound.’ The service lines (such as laundry and dry cleaning, baking, retail trade, 
personal service, gas and electricity, telephone, newspapers, building, banking, 
and amusements) have to be carried on near the point of consumption. 

They cannot be shipped in readymade.”’* [Italics added.] 

Similarly, the United States Department of Labor has noted that : “Department 
stores are an important part of the business life of all urban commnnities 

The structure of the retail market in the typical urban community usually in 
cludes a central shopping district, secondary shopping centers and neighborhood 
business streets. In addition, area or regional shopping centers—often in the 
suburbs—are being developed on an increasing scale. Chainstores usually may 
be found in all of these clusters of stores. 

The labor supply for a retail store is drawn from the loeal labor market. 
Wages, store hours, and other working conditions are usually determined by 
local conditions and practices. (See sec. 6 below.) Most other expenses, such 
as rents, utilities, advertising, etc., are determined by local conditions. The 
type of merchandise offered for sale is influenced by local tastes and habits 

Raulston G. Zundel has pointed out: “Both the product and the labor markets 


of retail stores are localized and highly competitive. Relatively low capital 


requirements make entry into the industry comparatively easy. While large- 
scale organizations using new mass-distribution techniques has proved successful, 
there has remained ample scope for the operation of very small enterprises.” * 
{Italics added. ] 

The Department of Labor Materials emphasized other phases of chain store 
activities. It recognizes that “A chain store may serve only a neighborhood 
market.” (E,p.3.) But then goes on to say “ * * * nevertheless it is operated 


as part of a multistore enterprise. A chain store owned by a firm with head- 
quarters far distant, especially if outside the State, is not controlled within the 
local community, not locally financed, does not return its profits to local owners, 
probably does not have locally determined wage, managerial, and purchasing 
policy.” [E, p. 3, italics added.] The ownership or disposition of profits does 
not determine the essential nature of retailing. Nor does the method of buying 
merchandise for resale. 

The types of activity emphasized by the Department of Labor are not unique 
to retailing and do not create its peculiar characteristics. This is clearly shown 
in the definition of retail trade used by the Bureau of the Census and reproduced 
below. (See appendix B for a similar definition used in the Standard Industrial 
Classification Manual. ) 

“Definition of ‘retail trade.’—Retail trade, as defined in the 1948 Census of 
Business, includes establishments primarily engaged in selling merchandise for 
personal, household, or farm consumption. Other important characteristics of a 
retail trade establishment are: It is a recognizable place of business and is 
engaged in activities to attract the general public to buy; it buys or receives 
merchandise as well as sells: it renders services or processes only incidental to 
selling: it is considered retail by the trade. Not all characteristics need be 
present and some are modified by trade practice. Excluded from retail trade 
are peddlers and itinerant vendors without an established place of business. 
Also excluded are places of business operated by institutions and open only to 
their own members or personnel, such as restaurants and bars operated by 
country clubs, school cafeterias, cafeterias operated by industrial plants for their 
employees and establishments operated by agencies of the Federal Government 


1 Richard A. Lester, Labor and Industrial Relations Problems, the Macmillan Co., New 
York, 1951, p. 374. 

£U. S. Department of Labor, U. S. Employment Service, Department Stores, Industry 
Series No. 53-1, Washington, D. C., June 1, 1946, p. 1. 7 

?Raulston G. Zundel, Conflict and Cooperation Among Retail Unions, the Journal of 
Business, October 1954, p. 302. 
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on military posts, at hospitals, etc. State and municipally operated liquor stores 
are included in the scope of retail trade.” * [Italics added.] 

It will be noted that in this definition the emphasis is upon “establishments 
engaged in selling merchandise for personal, household, or farm consumption.” 
not upon the source of control or the nature of ownership. In this connection, it 
is interesting and understandable to see that “State and municipally operated 
liquor stores are included in the scope of retail trade.” The emphasis is upon 
the characteristic that “it buys or receives merchandise as well as sells’ rather 
than upon the nature of the buying activity. In addition, it emphasizes such 
completely local characteristics as “a recognizable place of business,” and “activi: 
ties to attract the general public to buy.” Clearly, the predominant economic 
characteristics of multiunit stores and large stores are the same as those of the 
smaller independent stores despite differences in ownership and in the handling 
of some servicing operations. 

The local nature of chainstore operations.—The typical chainstore is fully 
aware of the local nature of its business. The following excerpts taken from the 
annual reports of important retail organizations indicate their view of the gen- 
eral nature of these operations. 

- J. C. Penney Co., Inc.: “The Penney store manager is a merchant in his own 
right. He has been thoroughly trained and tested in Penney stores before he 
is appointed to management. The company furnishes the store and the fixtures, 
but the manager operates that store. The company furnishes services covering 
advertising and sales promotional material, but the manager uses these in the 
ways most effective in his local community. The company’s buyers scour the 
markets for the pick of the Nation’s merchandise, but the manager selects 
therefrom the actual merchandise for his own store in the kinds, quantities, and 
qualities that he needs. The company furnishes assistance in accounting forms 
and methods, in employment and training matters, in all phases of store opera- 
tion, but the manager is responsible for their use. The company encourages 
managers to participate in worthwhile community enterprises and organizations, 
but the manager himself determines the manner and extent of such coopera- 
tion. Because the Penney manager's earnings are, in a large measure, determined 
by his share of the profits earned in his store, he is, in a very real sense, work- 
ing for himself. The Penney manager knows also that the opportunity for 
advancement and for larger responsibilities is as large as is this company. The 
result of this principle of operation has been to build a group of Penney man- 
agers of whom we all can be proud.” (Source: Annual report, December 31, 
1949.) [Italics added.] 


* * * * * * * 


“In our business, with 1,632 stores operating over a vast area under a mini- 
mum of centralized control, the most important single factor is—people.” 
(Source: Annual report, 1952.) 

Allied Stores Corp.: “The executive personnel of an individual store owned 
by the company is very similar as to number, caliber, and function to that of in- 
dependently owned and operated department stores of like size and character. 
The form or organization is usually changed but little when an independently 
owned store is acquired by the company. Activities of the central organization 
are directed toward making the efforts of the individual store executives more 
effective, rather than toward minimizing the need for them. 

“In general, the merchandise and promotional appeal of the individual stores 
owned by the company is the same as before they were acquired. Effort is 
directed to intensifying and increasing the effectiveness of each individual 
store’s operations in accordance with its established character rather than to 
change this appeal in character in order to standardize as between stores. The 
importance of treating each store as a separate and distinct unit with character- 
istics and problems peculiar to itself and its community is stressed throughout 
the company’s operation. 

“Merchandise sold in a store may be selected and purchased by a buying 
executive of that store, by a group of such executives from several of the stores, 
a similar executive of one of the company’s buying offices or by a combination 


*U. S. Department of Commerce, Bureau of the Census, United States Census of Busi- 
ness, 1948, vol. I, Retail Trade—General Statistics, pt. 1, 1952, p. 2. 
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of the efforts of store and buying office executives, The exact method used varies 
widely by lines of merchandise and is dictated primarily by the importance 
of the item and the characteristics of the merchandise and the markets from 
which it is obtained. Regardless of the particular method used in the selection 
of an item and the negotiations of terms of purchase, questions of quantities 
and timing remain the primary responsibility of the executives of the individual! 
store. 

“The chief management executives of the company’s home office work closely 
with the chief executives of the stores in advisory and supervisory capacities. 
Such work is concentrated in the fields of policy, principles of operation, 
organization, executive personnel and its development and planning. For 
this purpose the stores are divided into management groups. Size, character 
of operation and geographical location are factors considered in this grouping 
of stores.” (Source: 1950 annual report, year ended January 31, 1951, pp. $2-55 
{Italics added.] 


* * * * 7 7 


“Hach store, with its branches, is operated separately under the immediate 
supervision of the local management. Allied maintains an overall control with 
respect to all of the stores and works with the management of each particular 
store in the formulation of policies. * * * A specialized staff is maintained in 
the central office in New York City providing services for all of the stores in 
such fields as taxes, insurance, accounting systems and methods, consumers 
credit, statistical analyses and forecasting, personnel, supply purchasing, plant 
maintenance and improvement, store planning, display, sales promotion, and 
general research on merchandising and store operation problems.” (Source: 
Annual report 1954, pp. 21 and 23.) [Italics added.] 

Federated Department Stores, Inc.: “Corporate simplification will effect oper- 
ating economies and enables the company to manage its financial affairs more 
efficiently. The change, however in no way alters the policy which the company 
has followed since its organization. This policy emphasizes the independence of 
local store managements. They continue to be responsible for purchasing, mer- 
chandising, personnel, services to customers and all operating functions. Store 
autonomy is one of the distinguishing characteristics of the Federated group. 
It enables the stores to adjust quickly to changing conditions and has promoted 
enterprise in their operation. It has proved to be a dynamic policy, contributing 
substantially to the company’s strength.” (Source: Annual report 1949 for the 
year ended January 28, 1950, p. 7.) Citalics added.] 

ao s ~ 2 * * * 


“Tf a community grows, retailing grows, but for a particular store to grow at 
a rate commensurate with the community, it must recognize and supply the cus- 
tomer preferences of that community. Each of the Federated stores, as it has 
grown, more and more reflects the character of the community. 

“For example, Abraham & Straus is as much a part of Brooklyn as the Dodgers. 
When Brooklynites moved to the suburbs, they usually moved to Long Island. 
When A. & S. decided to open branch stores, it moved to Long Island where the 
people by tradition already like to shop at A. & S. In fact, customers liked the 
new Hempstead, Long Island branch so much that within 2 years after it opened, 
the store, already the largest branch store in the East, expanded so that in 
December 1954 a whole new floor was opened, increasing the selling area of this 
new branch store by more than one third.” (Source: Annual report 1954, for the 
year ended January 29, 1955, p. 6.) (Italics added.] 

FP. W. Woolworth Co.: “* * * customers’ preferences, expressed in cash pur- 
chases, determine the actual selection of merchandise offered in all Woolworth 
stores. As 1954 opens, Woolworth customers have thousands of items of mer- 
chandise from which to choose. But not all of these items will be available at 
any one Woolworth’s. The selections offered by the manager of each store are 
determined by the preferences of his particular customers by sales, and, in the 


case of new lines, by his own anticipation of customer demand, based on e.r- 
perience. 


“For, paradoxically, Woolworth, one of the world’s largest retail companies, 
is essentially local in nature. Its entire business can be reduced to a local 
customer making an individual purchase in a local store. And almost 


every 
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uspect of that store from the sales transaction itself, all the way back to the ver 
inception of the establishment, is local.” * 

G. R. Kinney Co., Inc.: “The term ‘Manager’ is a misnomer, for the individua) 
charge of a store today is more than that name implies. 
is a store executive. 


7 
He is a merchant = }, 
However, the title ‘Manager’ has been used so exclusively 
for so long that a person placed in charge of a store more or less inherits the title 
with it, undescriptive and incorrect though it may be. 

“A manager is in direct charge of his particular store and is responsible no: 
only for its success but for everything pertaining to that store, including equip. 
went, merchandise, employees, and the preparation of the numerous reports. 

“Store manager.—Iin addition to qualilications for assistant manager shoul 
be able to 

(1) Select and train effective salesmen and direct their activities fo; 
maximum store volume. 

(2) Accurately forecast weekly sales volume so store may be operated most 
efficiently for maximum profit. 

(3) Know exactly all special merchandise requirements for his store. 

(4) Exercise rigid control over store operating expenses. 

(5) Maintain accurate store operating records. 

“When a vacancy occurs in a store crew, the store manager must quickly 
find a new person to fill that vacancy. Not only must this be done quickly but 
the manager must mnake an earnest effort to obtain the best qualified replace 
ment to fill that vacancy. This is only possible when the manager has several 
candidates for the job from which to choose; which means, in turn, that the 
manager must have at his fingertips at least one good source, preferably several 
sources for prospective employees.” (G. R. Kinney & Co., Inc., Standard Prac 
tice Manual.) [Italics added.] 

Similarly, Arthur Tremain, retail store manager of Montgomery Ward & ( 
has noted that “Many chains attempt to encourage individual managers to assume 
certain personal responsibilities, and to act on their own initiative in accordance 
with the policies of the home, regional, and district offices. In this way the 
management of the local chainstore is similar to the independent store manage- 
ment. * * *’*® The chainstore operates a number of local establishment which 
must be responsive to local needs if they are to survive. It is because they 
recognize this fundamentai fact that so much authority is delegated to the local 
management. 

One interesting illustration of the local nature of these operations is found in 
connection with advertising. Newspapers usually have what are called local 
rates for retailing establishments. Both chains and independents are treated 
alike in the application of these rates. The advertising trade recognizes the loca! 
nature of retailing. Editor and Publisher magazine has noted the importance of 
local responsibility in connection with Sears, Roebuck’s operations : 

“From a newspaper advertising standpoint, the past year was not marked by 
any significant changes in Sears’ ad policy. The company continues to provide its 
stores with a periodic newspaper advertising mat service prepared by the 
national office. Ultimate responsibility for acquisition of white space at the local 
level continues to rest with local retail stores and groups.”" [Italics added.) 

Branch stores reflect local nature of retailing.—Even the largest stores must be 
located close to the customer or the flow of traffic. This is indicated by the signif- 
icant development by department stores of branches in the suburbs of many large 
cities. As the suburbs have developed, branch stores have grown in importance. 
The manner in which the suburban retail store pattern has evolved has been 
described as follows: 

“As each suburban residential development grew to a size to justify them, 
small but convenient shopping districts were developed to fill the daily family 
needs. These needs were originally filled by the small independent retail and 
service shops. As communities grew, certain of the chainstores moved in, mostly 
of the food, drug, and variety types. In most instances, however, neither the 


5¥, W. Woolworth Co., Woolworth’s First 75 Years, 1954, pp. 35, 40. 
6 Arthur Tremain, Successful Retailing, Harper & Bros., New York, 1951, p. 19. 
7 Editor and Publisher, June 14, 1952, p. 20. 
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riginal shopping districts nor the individual stores contained therein provided 
ficient space and facilities to accommodate the rapid population growth 

‘S number of metropolitan department stores established relatively small 
branches in surrounding suburban communities in the 1980's and early 1940's 
Subsequent to World War IT, it became apparent that the continued growth of 
yany suburban communities justified a more comprehensive assortment of mer 
handise than could be offered within the limited facilities of the stores and 
shops established by these independents and chains or the smail department 
store branches. The development of major branches of the big downtown metr 
politan department stores represented a logical answer. * * ° 

“The primary requirement of a major branch department stores is that of ade 
nate automobile parking facilities. Another is that of proximity to other types 
if stores, giving the customer the convenience of one-stop shopping. A major 
branch of a department store without both of these characteristics is handi 
apped. Established local shopping districts in the suburbs seldoom offer rea! 
estate possibilities adequate to meet the needs of a building site plus parking 
space for several thousand cars.”* [Italics added.) 

The trends in recent years have been described in the Harvard Business Schoo! 
studies of department stores and specialty stores as follows: 

“* * * the findings for 1953 * * * are consistent with those for 1952 and 1951 
in practically all respects except the important matter of profits: The number 
i branches rose; sales in the branches showed a higher rate of increase than in 
the main stores, though partly at the expense of main store volume * * * branch 
stores do cut in to some extent on the volume of the parent store * * * depart 
uent store branches need to be looked at primarily as a necessary adjustment to 
changing modes of American living rather than as an infallible profit bonanza.” * 

A similar conclusion appears in the report of 1954 operating results : 

“Branch department store sales in 1954 forged ahead more rapidly than main 
store sales. Although some part of this gain in branch store volume was made 
at the expense of parent store sales, nevertheless the combined sales of main 
stores and their branches were definitely higher than the sales of department 
stores not operating branches.” ” 

It is interesting to note that the branch stores “cut in to some extent on the 
volume of the parent store” and hence do not represent a net addition to total 
sales. The large department store that desires to maintain its relative position 
in the community cannot hope to do so merely because it is large. There is no 
way by which a customer can be compelled to travel to some downtown area 
(although under some circumstances he may be induced to make the trip). To 
obtain his patronage, the department store must make its goods and services 
readily available—that is, it must go to the area where many customers live. 

Prices are determined by local factors."—Retail stores are businesses which 
serve the local community. The main competition of each store—whether chain 
or independent, large or small—is provided by other stores in the community. 
Prices must be set at levels which will not be out of line with those in competing 
stores in the community. 

Retailers watch competitors’ prices very closely. The larger stores often have 
shoppers whose task it is to keep a careful watch on competitors’ prices and 
merchandise offerings. It has been reported that R. H. Macy & Co., New York 
“employs a regular staff of more than 50 shoppers guided by a director and 11 
assistants.” (See appendix C.) Many chains have a policy similar to that of 
Safeway Stores; namely, “Meet the lowest price of every competitor, item by 
item, day by day, and town by town.” The local nature of retailing inevitably 
means that the prices which must be met are those in the geographic shopping 
areas, not prices in cities located hundreds of miles away. 


’Malcolm P. McNair, Operating Results of Department and Specialty Stores in 1953 
Harvard Business School, June 1954, pp. 48-49. f 

* Malcolm P. MeNair, Highlights of the Harvard Report, 1954, p. 3. 

‘For a discussion of the factors determining retail prices, see Jules Beckman, Price 
Practices and Price Policies, Ronald Press Co., New York, 1953, pp. 378—443. 


* Allied Stores Corp., 1951 annual report for the fiseal year ended January 31, 1952 
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Centralized purchasing and other activities not unique to chainstores.—( ep. 
tralized purchasing is sometimes noted as a distinguishing characteristic of 
multiunit companies. But many independent stores also have centralized buying 
through the large buying offices such as Mutual Buying Syndicate, Kirby Block, 
Independent Retailers Syndicate, Associated Merchandising Corp., Felix Lilien. 
thal, and many others. 

It has been estimated that there are about 700 resident buying offices which 
render services for independent stores and/or chainstores.“ Such offices may be 
independent and charge a fee for their services or they may be owned by the stores 
they service. 

The buying office sometimes offers its members other services. Thus, they may 
suggest goods for sales promotions, propose advertising copy, and even outline 
the whole campaign. Likewise, it operates as a clearing house for information 
from all the stores served on such a myriad of factors as expenses, markdowns, 
sales promotions, etc. Arthur Tremain has pointed out that— 

“Chainstores were first started by successful independent merchants. Today 
many independent stores have emulated the chainstores by grouping together in 
the voluntary, cooperative, and associated groups of stores. Through mass buy- 
ing they enjoy many of the advantages enjoyed by corporate stores. * * * The ex- 
pansion of the voluntary and cooperative system is today more spectacular than 
the expansion of the chains.” ™ 

A United States Department of Commerce report has noted that— 

“* * * chain distribution activities have helped to stimulate the independ- 
ents in improving their own methods of distribution in order to better their com- 
petitive position. In some instances, several retailers have formed contracts with 
a wholesaler, agreeing to do all their purchasing through him. Specified dis- 
counts are scaled to the quantity of goods bought in a given period. Such a con- 
nection between a wholesaler and a group of retailers is generally called a volun- 
tary chain. 

“In other instances the connection between retailers involves the joint owner- 
ship of a wholesale establishment. These retailers adopt a common name and 
generally an identical store front and frequently utilize uniform prices and ad- 
vertising. Such a group of retailers is generally termed a cooperative.” * 

In some instances, large groups of independent stores may band together 
to obtain the advantages of centralized buying as the following illustrations 
show : 

Variety stores: Ben Franklin stores.—“Ben Franklin stores are individually 
owned and operated variety stores franchised by Butler Bros. Working together 
under a unified plan, the 2,327 Ben Franklin store owners gain for themselves 
the advantages inherent in chainstore operation. These advantages include a 
sound and aggressive merchandising program that keeps them competitive at 
all times, a dependable source of supply for staple and seasonable lines to back 
up the merchandising program, professional displays, modern store layouts, 
effective store planning and complete operation guidance. These advantages 
are enjoyed without sacrificing the great privilege of independent ownership.” 

“The average Scott variety store [owned by Butler Bros.] is somewhat larger 
than the average Ben Franklin store, but is otherwise substantially similar 
in merchandising and operating characteristics” (Butler Bros. annual report for 
the year 1954, pp. 6, 12). 

Supermarkets.—“Thirty selected wholesale grocers, all members of the Na- 
tional-American Wholesale Grocers’ Association, are today the main suppliers 
of 1,003 supermarkets, with year sales over $400,000 each. * * * 

“The corresponding figure for superettes (doing between $150,000 and $400,- 
000 yearly) stands at 4,340 * * * This count includes only such stores that are 
concentrating their purchases with one particular wholesaler in their terri- 
tory. * * * In all instances these wholesale grocers offered some kind of advisory 
services on management and on promotion to their large and loyal friends. In 


12 Wall Street Journal, June 9, 1955, p. 1. 
183 'Tremain, op. cit., pp. 19-20. 


1%4 Gustav BE. Larson and Marshall N. Poteat, Selling the United States Market, Domestic 
Commerce Series No. 29 (New Series), Washington, 1951, p. 45. 
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certain respects they provide ‘guidance’ in a manner very 
chainstore headquarters in relation to their branches.” 

The Supermarket Institute reported in 1950 that “1 out of every 4 SMI men 
bers belongs to a retailer-owned cooperative, and another 15 percent are affil! 
ated with a wholesaler-sponsored voluntary chain or are operated by a whole 
saler. These 40 percent of the companies are mostly smaller companies—over 
half of them operate just 1 supermarket. Their supers comprise 11 
of all the SMI supers.’ ” The proportions were similar in 1954." 

Many of the other services rendered by the central office of a chain could be 
obtained from other sources by independent stores. The use of buying offices 
by independent stores has been noted earlier. What would happen if a number 
of independent stores in an area—or even in different States—happened to use 
the same accountant, or the same tax counsel, the same bank, or the same mer 
chandising counselor? Would they lose their retail trade characteristic because 
they received accounting advice from a common source, or tax advice from a 
common source, or financial advice from a common source? Such a development 
would not change the essentially local nature of their business. 


* * * * * * * 


Similar to that 


percent 


Certainly there are advantages to the chainstore as compared with the inds 
pendent store. But these are advantages which favilitate the conduct of retai 
ing, rather than alter the nature of retailing. Many analogies could be drawn 
One more will suffice. Whether a store is owned by a ssspenetion, a partne: 
ship, or an individual proprietor, does not necessarily affect its operation. The 
are sound reasons for incorporating (limited liability), just as there are good 
reasons for not doing so (often less tax liability). The legal form of organiza 
tion does not determine whether the operation is retailing, wholesaling, or mat 
ufacturing. That is determined by the nature of a company’s operation. Simi 
larly, the local nature of retailing is not determined by whether it is part of a 
multiunit group or a single store, or whether it is large or small, or whether 
has branches or not. It is determined by the services rendered by retailing 


re 


it 


2. Retail stores usually are relatively small in size and volume 


Retailing is primarily small business. A study by the United States Depart 
ment of Commerce showed that 99 percent of the retail firms had fewer than 40 
employees and 95 percent had fewer than 15 employees in 1951.” Since many of 
the firms with more than 40 employees were multiunit firms, which had indi 
vidual stores employing fewer than that number of employees, it is probable 
that in terms of stores, fewer than 1 percent have more than 25 employees. The 
United States Department of Labor estimated that in September 1953 98 per 
cent of the retail firms had fewer than 20 employees (Materials, F, p. 3). 

The United States Department of Commerce study compared the estimated 
employment per firm for various segments of the economy. The data are shown 
in table 1, reproduced from that study. It will be noted that as compared with 
every category of manufacturing, as well as with other areas of the economy, 
retailing had the lowest cutoff point for the number of employees in the upper 
1 percent of firms. The Department of Commerce report concluded: “When 
defined in relative terms, the larger firms in all retail trade and service groups 
contain fewer employees than in any of the manufacturing industries.” The 
total of 40 employees for retailing compared with 100 for all industries, which 
is heavily weighted by the inclusion of retailing. (In January 1951, 1,820,900 
out of 4,067,300 fizms or 44.8 percent of the total were retailing establishments. ) 
For manufacturing industries, the cutoff point for the largest 1 percent was 650 
employees. (See table 1.) 


4% Journal of Commerce, June 16, 1955. 

186 The mT? mae Industry Speaks, 1950, p. 24. 

17 Thid., 1954, p. 

18 Betty e ene ecain, Size Characteristics of the Business Population, Survey of Current 
Business, May 1954, p. 20. 

19 Ibid., p. 19. 


78155—56——416 
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TABLE 1.—Estimated employment per firm in large firms by industry, 1951 


In upper 5 percent | In upper 1} percent Firms with 50 
of firms of firms more emplo 


Lower Percen r Percent 
of oft i limit of of total] 

class (em-| employ- ass (em- empnlov- 
ployees ment oyees ment 


All industri 


lining and quarrying 
tract constructior 
nifacturins 
Food and kind di products 
xtile mill products 
parel and other finished textil 
products 
Leather and leather products 
Lumber and timber basic product 
Furniture and finished lumber prod- 
uct 
Paper and allied products 
Printing and publishing 
Chemicals and allied products 
Products of petroleura and coal _- 
Stone, clay, and glass products 
Primary metal] industries 
Fabricated metals 
Machinery, except electrical 
Electrical machinery 
Transportation equipment 
Professional, scientific and controlling 
instruments 
Rubber products 
. llaneous 
portation, co l ’ 
other public utilities : 90. 6 
Wholesale trade 3: 54. 
Retail trade 5 59.5 
Finance, insurance, and real estate 5 70.3 
Service industries 5 61.0 


1 Ineludes tobacco manufacturers. 


Source: Betty C. Churchill, Size Characteristics of the Business Population, Survey of Current Business, 
May 1954, p. 20. 


For the largest 5 percent of, firms, the cutoff point for retailing was 15 em- 
ployees as compared with 200 for manufacturing. For service industries and 
finance, insurance and real estate, the cutoff point also was 15 persons; for the 
other industries it was usually considerably greater. 

The study also showed the proportion of employment accounted for by firms 
with 500 or more employees. For retail trade in 1951, it was 25.2 percent as 
compared with 43.9 percent for all industries and 59.0 percent for manufac- 
turing. Only service industries (11.4 percent), wholesale trade (16.1 percent), 
contract construction (13.2 percent), lumber and timber basic products (17.7 
percent), and apparel and other finished products (21.5 percent), had smaller 
proportions than retail trade. In this comparison, too, it must be emphasized 
that the retail trade firms employing more than 500 employees usually have 
these employees working in more than one store, so that the average employment 
per store would be only a small fraction of this total, except possibly in the de- 
partment store field. For example, the Department of Labor Materials showed 
FF’. W. Woolworth had 2,021 stores in the United States and Canada with a total 
employment of 95,000 or an average of less than 50 per store (Materials, E, p. 4). 

Moreover, in terms of size of individual units, the United States Department 
of Commerce has concluded : 

“In the case of department stores, the independents rather than the chains 
operate the largest individual stores. For example, according to census data 
average sales per store in 1948 for chain department stores with 11 or more units 
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at about $2 million was less than half the similar average for independents. The 
extension of branch store operation may serve to change this relationship in the 
future as stores now classified as independents enter the chain field.” * 

To the extent that this is true, the distinction between interstate and intra 
state retail trade establishments on the basis of size alone loses all meaning 

Considerable attention is given in the Department of Labor Materials to the 
concentration of retail volume and employment in a relatively small proportion 
of the firms. When the distribution of retail trade is shown by size of firms, 
then a very large concentration of volume is shown for a small percentage of 
the firms. For example, the Materials include a table which shows that firms 
with 100 or more employees accounted for only \% of 1 percent of the total number 
of firms and 39 percent of the paid employees. Similarly, firms doing $1 million 
yy more in annual sales accounted for “Ao of 1 percent of the firms and 44 percent 
of the total number of paid employees (F, p. 3). Such data show the degree of 
concentration in retail trade and the overall volume of business accounted for 
by the larger firms. However, they do not show the nature of retailing—namely, 
units which usually are of moderate size. It is the individual stores in a chain 
which engage in retail trade in a community regardless of how many units there 
are in the chain or the aggregate volume of its sales. Hence, the more significant 
comparisons are found in terms of average sales per store and average sales per 
employee. 

Volume of sales per store does not vary significantly with increase in number 
per firm.—Table 2 shows the volume of sales per store in 1948 by firms with vary 
ing numbers of stores. The firms with more than 1 store have a greater volume 
of sales per store on the average than the 1-store firms. The 1-store firms had 
average annual sales of $57,147, while the multiunit firms averaged $237,873 in 
sales per store. However, the variations among multistore firms are not very 
wide, except for the group with 101 or more stores. For example, firms with 4 
or 5 stores averaged $230,776 in sales per store. This was a somewhat higher 
average volume than for firms with 6 to 10 stores and those with 26 to 100 stores, 
which averaged only $186,149 in sales per store. The firms with 101 or more 
stores averaged $364,326 in sales per store. While this was a higher average per 
store than for smaller chains, it presents a significantly different and more 
meaningful picture than data which stress the concentration of sales in a firm 


TABLE 2.—Sales per retail store in 1948, single units and multiunits 


{Millions} 


Single units: 
Operated by "'1-store* firms - ; , 587, 020 
Operated by ’’multistore“‘ firms. - -- : as 9, 865 


Total single units * iets = 506, 885 


Multiunits: 
2 or 3 stores multiunits_____- i 57, 547 
4 or 5 stores soto an eae Reet iledete Ed , 665 
6 th BO phemeel 2 Lk swéd i 2, 484 
11 to 25 stores_-_- piiicene at wes’ 5, 021 
26 to 50 stores... ......---- a ainda eoteat elanen aisle | 10, 347 
Si te Bap aeeres.. ....5..-..- Redan, ian coke , 371 
101 or more stores : cael , 220 


Total multiunits — 162, 655 


a 


TR. cnet ac : Bho a tsela tad tke a 1, 769, 540 
Average rig 





Source: U. 8, Bureau of the Census. 


» Survey of Current Business, September 1953, p. 8. 
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Volume of sales per employee not significantly different for large and smal 
stores.—When adjustment is made for the number of employees, the difference 
between larger and smaller firms becomes even less significant. The Bureau o! 
the Census reports data for the total number of employees (including part- 
time), full workweek employees, proprietors, and unpaid family workers. Table 
3 shows that the relative importance of proprietors and unpaid family workers 
to total paid employees declines sharply as the size of the store increases. Thus, 
for example, stores with 1 paid employee had a total of 289,170 paid employees in 
1948; these same stores had 452,876 proprietors and unpaid family workers 
Stores with 3 paid employees had a total of 447,327; these stores had 199,618 
proprietors and unpaid family workers. 


TABLE 3.—Relation of proprietors and unpaid family workers to total 


Proprietors 
Number of paid | Unpaid Total proprie- and unpaid 
employees per | Paid | Proprietors family tors and un- Total family 
store employees | workers paid family | workers as 
workers percent of 
total 


736, 341 512, 697 | 1, 249, 038 1, 249, 038 
303, 959 | 148, 917 | 452, 876 742, 046 
435, 194 219, 111 | 94, 310 | 313, 421 | 748, 615 
447, 327 | 142, 566 57, 052 | 199, 618 646, 945 
754, 408 | 154, 750 58, 097 212, 847 | 967, 255 
597, 317 | 78, 930 | 27, 903 106, 923 704, 240 
389, 282 | 34, 034 11, 129 45, 163 434, 445 
10 to 19.._...- : 1, 117, 606 | 54, 817 16, 226 71,043 | 1, 188, 649 
(0 Ree 1, 130, 366 15, 649 3, 725 19, 374 | 1, 149, 740 
50 to 99 536, 272 | 1, 556 334 1, 890 | 538, 162 | 
1, 221, 119 | 333 66 399 | 1, 221, 518 
6,918,061 | 1, 742, 046 930,546 | 2, 672, 592 9, 590, 653 





Source: U.S. Department of Commerce, Bureau of the Census, United States Census of Business, vol. I, 
Retail Trade—General Statistics, pt. I, Washington, 1952, pp. 4.02-4.07. 


Table 4 shows the sales per employee for larger and smaller stores. For the 
purpose of table 4, the proprietors and unpaid family workers have been added 
to the paid employees in order to derive average sales per paid and unpaid worker 
in the store. 

The data are useful primarily as an indicator of the relationship between stores 
of different size rather than as a precise measurement of sales per employee. 
This is so because the exclusion of part-time employees would overstate the 
sales per full-time employee, while the inclusion of part-time employees tends 
to understate the sales per full-time employee. Moreover, there is no precise 
measurement of the amount of time spent by part-time workers. 

One interesting point shown by table 4 is the tendency for sales per employee 
on both bases to decline sharply for stores with 50-99 paid employees and for 
those with more than 100 paid employees. This situation probably reflects the 
fact that the larger stores may provide their own warehouse facilities and trans- 
portation services, thus increasing the total number of employees and reducing 
the average sales per employee. 

In any event, except for the extremes of stores with 1 or 2 employees and more 


than 100 employees, the average sales per employee tended to be in a fairly 
narrow range. 
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TABLE 4.—Sales per employee and per full workweek employee, 1948 


umber of paid employees Total Full-time 
workers ! workers 


742. 046 

748, 615 

646, 045 

967, 255 

704, 240 

434, 445 

» elie , 188, 649 

49 , 149, 740 

to 9 538, 162 
r more... , 221, 518 


«<i, 


Includes paid employees, active proprietors, and unpaid family worker 
he Bureau of the Census 
“Paid employees.—Paid employees consist of the number of employees, 
utives of corporations, who were on the payroll for a specified workwee 
nded nearest Mar. 15, July 15, and Nov. 15 are included in the retail] trade 
Full workweek employees.— Full workweek employees include employee ether regular or 
who, for a specified pay period, were paid for working at least the number of urs typically w 

eek by employees of the reporting establishment. All other employees paid iring that w 

were reported as part-workweek employees 

ictive proprietors of unincorporated businesses.—Active proprietors include owners or partners 
orporated businesses who devoted the major portion of their time to operation of the business 
November 1948, 

“Unpaid family workers of unincorporated businesses.—Unpaid family workers consist of the number of 
family members (wives, sons, daughters, etc.) who worked in the business during November 1948, but 
were not paid a wage or salary. Family workers paid a wage or salary are included in the count of em- 
ployees and their compensation included in payroll.” 


Source: U. 8. Department of Commerce, Bureau of the Census, United States Census of Business, 1948 
vol. I, Retail Trade—General Statistics, pt. I, Washington, 1952, pp. 4.03-4.07, 25.14 


It is interesting to note that the tendency for sales per employee to vary only 
modestly as the size of the store is increased is not unique to this country. A 
study of retail stores in Great Britain in 1950 showed a similar pattern. The 
data are shown in table 5. For all retail trade, there were only small differences 
between stores engaging 3 persons and those engaging 100 and over in Great 
Britain. Sales per person were only 7.4 percent more for the largest stores (100 
and over) than for those engaging 3 persons, and 5.8 percent more than for stores 
engaging 4 persons. For grocery stores in Great Britain, the largest stores ac- 
tually had fewer sales per person than did those stores employing 3 or 4 persons. 


Taste 5.—Labor efficiency in retail trade in Great Britain, by size of shops, 
measured by employment (shops other than cooperative) ’ 


[All retail and grocery annual sales in pounds per person engaged] 


| r 
Establishments with number | Allretail| Grocery Establishments with number | All re 


of persons engaged of persons engaged 


nN 


268 10 to 24. 

417 25 to 49 

548 5D to 99 

4s 100 and over 

778 || All establishments 
, 876 


~] 


Nw 


nN 
bo to Oh N 


t 


! Part-time employment counted as=half full-time. 


Source: S. Pollard and J. D. Hughes, Retailing Costs: Some Comments on the Census of Distrib 


1950, Oxford Economic Papers, vol. 7, No. 1, February 1955, p. 75. 
pers, 
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Table 6 shows the sales per store and per employee for retail trade by kinds 
of business, and table 7 shows the relative importance of each line. The genera 
merchandise group, which accounted for 12 percent of the total sales, reporte 
the largest average sales per store with slightly more than $300,000. 


TABLE 6.—Average sales per store and per employee, by major kinds of ret: 
trade, 1948 


{In thousands of dollars] 


Sales Sales 
Kind of business pet per em- Kind of busines 
store | ployee! 


(ieneral merchandise group. 301.9 11.6 Drug and proprietary stor 
Automotive group 233. 7 30.6 Other retail stores 
Lumber, building. hardware Food group 
group 113.1 21.9 Genera] stores 
Apparel] group 85. 2 15,4 Gasoline service stations 
Furniture, furnishings, applian- Eating and drinking places. 
ces group 80. 3 16.5 || Secondhand stores 
Liquor stores 8. 35.1 


! Includes paid employees, active proprietors, and unpaid family workers. 


Source: U. 8. Department of Commerce, Bureau of the Census, United States Census of Business 
vol. I, Retail Trade—General Statistics, pt. 1, 1052, p. 4.02. 


TABLE 7.—Number of retail stores and percent of retail store sales, by kind of 
business, 1948 


Number | Percent Number | Percent 
Kind of business of stores | of total Kind of business of stores | of total 
| Sales sales 


United States, total , 769, 540 00 || Furniture, furnishing, appli- | 
ance group -.. | 85, 585 
Food group----_- : 504, 439 23.72 Automotive group 162 
Eating and drinking places. 346, 556 .19 || Gasoline service stations. 188, 253 | 
General stores _. 21, 557 .89 || Lumber, building, hardware 
General merchandise group. -- 52, 544 2. 24 group. ne 938 | 
Department stores 2, 580 .16 || Drug and proprietary stores - 55, 796 
Dry goods, general mer- Liquor stores. 33, 422 | 
chandise stores 29, 754 .16 || Secondhand stores ; 3, 969 
Variety stores ; 20, 210 .92 || Other retail stores ac 073 
Apparel group. --- ki 115, 246 . 51 {| | 


Source: U. 8. Department of Commerce, Bureau of the Censust, United States Census of Business, 1948 
vol. I, Retail Trade— General Statistics, p. 1, 1952, p. 3.02. 


This is not surprising, since by definition this category includes many of the 
largest stores. It is interesting to note that average sales per employee for the 
general merchandise group were $11,300, or one of the lowest averages in the 
table. Little relationship between the sales per employee and the size of the store 
is revealed. Sales per employee appear to be more significantly affected by the 
kind of business than by the size of the store. 

These tendencies are not surprising. The economies of large volume are not 
easily obtained in retailing, particularly in selling activities. Nor do these com- 
panies benefit from the use of large aggregations of capital in the form of tool 
power and machines. Professor McNair noted a number of years ago that, 
“In distributive business, the power of capital and the power of organization 
have not been aided by the power of the machine, except in a most limited degree. 
And so the output per capita in the form of retail sales volume is little if any 
greater for large companies than for small ones.” [Italics added.] ” 


21 Malcolm P. MeNair, Fair Trade Legislation and the Retailer, the Journal of Marketing, 
April 1938, p. 298. 
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The tendency for sales per employee to decline as the number of e vee is 
nereased, is shown in different form in table & This table shows y the re 

mship between the proportion of total paid employees and total sales by size 
of store. When sales account for relatively less of the total than does employ 
ment, the average sales per employee must be less than the average for all stores 
The reverse is true where the proportion of sales exceeds the proportion of em 
ployment, It is interesting, therefore, to see that stores with 100 or more paid 
employees accounted for 17.6 percent of the total number of employees, but only 
12.7 percent of the total volume of sales. Similarly, stores employing between 
0 and 99 workers had 24.1 percent of the employees, but only 22.3 percent of the 
sales. For these groups of stores, the volume of sales per employee was lower 
than for smaller stores for which the proportion of sales was about equal to or 
greater than their proportion of total employment. 


TasLE 8.—Retail stores, sales, and paid emploveecs, buy emploner 
I I ‘ 


Employee size Number | Percent of 
of stores total 


Thous os & 
1 paid employee 289. 2 
paid employees 217.6 
paid employees : 149 
tor 5 paid employees 170. 2 
7 paid employees. _. 93 
8 or 9 paid employees 46 
( to 19 paid employees 84.5 
2» to 99 paid employees. _. . 46. § 
paid employees or more _. 3 


Total 1, 100. : 


Note.—In this tabulation, data have been omitted for number 
have no paid employees. 


Source: U. S. Department of Commerce, Bureau of the Censns, | 


n 
1, Retail Trade—General Statistics, pt. I, Washington, 1952, p. 25 


ited 


Sales provide the ultimate source of income out of which all costs must be 
paid. Of course, the proportion of the total sales dollar available to meet wage 
and other costs, after paying the cost of goods sold, varies among retail lines and 
among stores within a given line. Nevertheless, these data suggest that there 
is no major difference between stores with large and small employment in the 
abiilty to assume significantly higher wage costs. This appears to be true, 
despite the differences in number of employees, in the number of stores in a 
firm, and in volume. 


5. Diversity of retailing: the chainstore has not been increasing in relative 
importance 


Retailing involves a number of different types of stores and selling opera- 
tions. Retail stores may emphasize price appeal, service, or some combina- 
tion of both. Self-service stores usually feature price appeal. Department 
stores, on the other hand, usually offer a wide variety of services including credit, 
delivery, liberal policy on returns, and so on, as well as sotne price appeal. Some 
stores, such as the variety stores, sell a large number of popular priced items. 
Some types of food stores combine price appeal with a limited amount of service. 
Stores also differ in the size of the average sale. The lowest average sale 
is usually found in the variety store. At the other extreme, we find the rela 
tively high average sale in furniture stores. Thus, while each of these types 
of stores is local in nature, the impact of increases in costs will vary widely 
depending upon which combination of price appeal and service is present in a 
particular store or retail line. 

Table 9 shows the relative importance of single unit and multiunit stores in 
1948. There were 1,606,885 single unit stores, or 90.8 percent of the total number 
of stores. These stores accounted for 70.4 percent of the total sales. The table 
also shows the relative importance of several types of stores. Variety stores 
accounted for 1.9 percent of total sales in 1948, department stores for 8.2 per- 
cent, and mail order catalog sales for 1.1 percent. 
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TaBLe 9.—Number of stores and percent of total retail sales, single units, mult 
' units, and by selected type of institution, 1948 


Number of 
stores 


rype 
Single unit 
Multiunit ! 

pec sl ty pes of stores: ? 
Lepartment stores 
Ceneral stores 
Mail-order houses (catalog only) 
Variety stores 


Farmer and consumer cooperative stores 
2 or more units 
? The type of stores contained in this portion of the table include both multiunit and single-unit stores 


Source’ Howard H. Maynard and Theodore N. Beckman, Principles of Marketing. The Ronal 
New York, 1952, p. 157. 


i Pres 
These various kinds of stores usually are in competition with each other. 
Competition often takes forms other than price, although, with some exceptions, 
that is usually a factor. Thus, the neighborhood independent retailer may 
offer convenience and personal attention as an offset to the lower price, credit, 
liberal returns policy, and delivery service of the downtown store. In periods 
of shortage, the independent store may offer a more certain source of supply 
because “they know their customers.” However, the consumer may be attracted 
to the chainstore or department store, where he may obtain a price advantage 
to offset the inconvenience of traveling or parking his car. Or he may prefer 
to buy in the department store or specialty shop because of the larger selections 
or because of a wider range or better styles or for any number of reasons. 
Here we are not concerned with the relative merits of each type of retailing. 
Experience has demonstrated that there is room for all types of retailing in 
our economy. 

Nathan E. Handler has described the flexibility of retailing as follows: 

“The retail business is fluid. Tobacco chains sell haberdashery; clothing 
chains sell shoes, hats, and furnishings, and lately have been branching out into 
the feminine-apparel field generally. The automobile-service store goes in for 
sporting goods; the drugstore stocks all lines and will soon be selling wearing 
apparel. The lunchroom may be expected to combine its normal service with 
the selling of anything else that will make the cash register tinkle. Possibly 
we may buy overcoats or umbrellas or galoshes with our coffee and cake. 

“It is this adaptability, this capacity to readjust to changing opportunities 
that suggests that the triumph of bigness in the retail business is not as certain 
as it seems.” ™ [Italics added.] 

In the department of labor materials, considerable emphasis was given to 
so-called interstate firms. (See E, p. 3, etc.) Some data were presented to show 
the relative importance of “interstate” firms in terms of employment by kind 
of business in 1953 (BE, p. 5); for selected large chains, the number of stores 
and employees were shown (E, pp. 6-7). These scattered data covered only 
1953 or 1954. Except for one comparison covering larger stores, rather than 
chainstores, data were not presented to show changes over time. As a result 
of this comparison, the department of labor materials concluded: “During 
the 1939-48 period the larger stores, those with 20 or more employees each 
enlarged their proportion of industry employment from 36 to 42 percent. Since 
1948, the big business trend in retailing appears to have continued, perhaps 
accelerated. Major evidences of this include (1) the supermarket boom, (2) the 
growth of multistore enterprises, (3) the drift toward self service, (4) the trend 
toward one stop and one-half stop outlets by most of our major retailers” (F, p. 4). 

This statement apparently refers to the entire retail trade and specifically 
to the larger stores, not to multiunit firms. That such tendencies have developed 
is probably true. The full picture of the trend since 1948 is not clear. But 


“Nathan E. Handler, How Big Is Retailing? And Is It Good? Journal of Retailing, 
vol. 25, No. 1, spring, 1949, pp. 16-17. 
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between 1948 and 1951, the proportion of retail employu 
tirms employing 20 or more workers remained about unchat 

At the outset, it should be noted that there are no « 
nterstate firms. Data are reported in terms of the num! 

n, not in terms of the Siates in which those units 

» data to show whether all units are located wit! 

tes. The term “multiunits” is used by the Burs 
he firms with more than one store. The Department 
ised the data for multiunit firms, described as four ot 
importance of interstate firms. Such a procedure must 
ortance of interstate firms since some firms which ! 
ave all of their units within a single State. Unfortunat 
ible to indicate the relative importance of these intrastat« liu 

The multiunit firms have not followed the pattern of growth s! 
stores. The United States Department of Commerce reports 
retail stores and for multiunit firms. Up through 1951, the sa 
able for firms with 4 or more units; since 1951, data have been 
for firms with 11 or more units. 

Table 10 shows the relative importance of multiunit firms in 
Fair Labor Standards Act was passed, and in 1951, when rep 
unit category were abandoned. To picture the most recent tre 


} 


series is shown for 1951 and 1954. Except for grocery, departme: 
general merehandise stores, the relative importance of firms w 
units to total sales, declined from 1938 to 1951; the changes sine 
very small. 


TABLE 10.—Relationship of monthly average sales in all retail sto 
multiunit firms with 4 or more and 11 or more stores, 1988-51 and 


All retail stores_.........-- 

Tire, battery, accessory dealers 

Furniture, home furnishings stores - - 

Lumber, building materials dealers...............- 

Apparel group 
Men’s and boys’ wear stores sane ace 
Women’s apparel, accessory stores.....................- 
Shoe stores._....-- 

Drug and proprietary stores 

Eating and drinking places- 

Grocery stores 


NG ith tere cnintdion causadesacdach+abettebakeeett a 


Sources: U.S, Department of Commerce, Office of Business Economics, Busing 
edition, pp. 44-45, 49; Survey of Current Business, February 1955, pp. 8. 9-10 


Table 11 shows the trend annually from 1935 to 1954 for all retail stores, ex- 
cluding eating and drinking places. In 1951, the last year for which data were 
available for the 4 or more units series, such firms accounted for 23.5 percent of 
total retail trade, as compared with 24.6 percent in 1938, when the Fair Labor 
Standards Act was passed. Only in 1950 (22.9 percent) did such firms account 
for a smaller proportion of total sales. The data clearly reflect a small decline in 
the relative importance in 1949-51 as compared with most earlier years. From 
1951 to 1954, the proportion of total sales accounted for by the firms with 11 
or more units has risen fractionally. If it is assumed that a similar trend 
developed for the firms with 4 to 10 stores, then in 1954 it appears that the propor- 
tion of volume accounted for by the firms with 4 or more units was about in 
line with the experience of the past 20 years. These data lend no support to 


* Survey of Current Business, May 1954, pp. 22-23. 
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the inference that chains have been increasing in relative importance in tota) 
retailing. 


Taste 11.—Monthly average sales in retail stores, excluding eating and drinking 
places, 1935-54 


[Millions of dollars] 


All | Multi-| Percent All. | Multi- 


retail 
stores 


Old series 

units) 
1935 
1936 
1937. 
1938. 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 


(4 or more 


Source: U.S. Department of Commerce. 


Table 12 shows the annual data for 
accounted for by firms with 4 or more units declined from 88.2 percent in 1938 


to less than 83 percent in 1951. Since 1951 a further small decline has taken 


place. 


Mgnt ee 8 NG NO PO 


533 
966 | 


328 
905 
210 


5A9 | 


225 
293 
669 


159 | 


705 | 


656 


unit 
stores 


649 
725 
762 
715 
773 
R46 


, 022 | 


, 161 


, 201 | 


, 307 
, 820 


, 391 | 


| of total 


retail | 


unit 





|} Stores | stores | 


| Old series 
units) 
1947. } 
1948 | 

i] 1949 | 
| 


(4 or more 
Continued 


i 


5 ti 1950. 
1061... 
3 || New series (11 or more | 
2) units): 
1951 
1952____ 
1953__. 2 | 


variety stores. 


9, 078 


9, 987 | 
10, 021 

11, 088 | 
11, 779 | 


12, 168 
12, 617 | 
12, 143 


| 13, 128 | 


2, 186 | 
2, 416 
2, 360 | 
2, 543 | 
2, 768 


. 329 
2, 458 
, 522 
2, 586 


The proportion of sales 


TABLE 12.—Monthly average sales of variety stores, 1935-54 


Old series 
units): 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 

1945___. 


(4 or more 


Source: U. 8. Department of Commerce. 


Table 13 shows the 
category the proportion 
39.8 percent in 1988 to 


1951. 


Total, 


| stores 


73 


81 


85 | 
85 | 


90 


96 | 
110 | 
128 | 
137 


148 
154 
180 


annual data for general merchandise stores. 
of total sales accounted for by multiunit firms rose from 
54.8 percent in 1951; there has been little change since 


| 


Multi- 
unit 
stores 


110 | 


117 


126 | 


130 
151 





{Millions of dollars] 


Percent 
of total 


Old series (4 or more | 
units)—Continued 
1947 
1948. 
1949 
1950_ 
1951 __-. 
New series (11 or more | 
units): | 
1951 


conK eh OWNS Hw 


Total, | 


all | 


stores 


Multi- 
unit 


| BERSAGSSRSS= 


In this 
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TABLE 13.—Menthly average sales of general merchandise stores, 1935 


[Millions of dollars] 


Total, Multi- | Percent 
all unit of total 
stores stores 


series (4 Or more Old series (4 or more 
inits units—Continued 
135 ' 177 ; 1947 

1936 . 202 14s 

1937 ‘ 216 ly4y 

1938 f 24 1950 
1951 


1939 224 
1940... 248 New series (11 or more 
306 units) 
341 1951 
352 1952 
385 1953 
1954 


BF 
z= 


S=3 
ae 


~~ 
7 
NNO & 


410 
559 


_ 
nm 
o 


Source: U. 8. Department of Commerce. 


Table 14 shows the annual data for apparel stores. In 1951 the proportion of 
sales accounted for by multiunit firms was moderately lower than in the late 
thirties ; little change has taken place since 1951. 


TABLE 14—Monthly average sales of apparel stores, 1935-54 


{millions of dollars] 


|; Multi- | Percent rotal, | Multi- Percent 
unit | of total all unit | of total 
stores stores stores 


Old series (4 or more Old Series (4 or mor 
units units —Continued 
1935 221 | 2. f 1947 
1936__. 258 29. § 1948 
1937__.. 277 S82 29. 6 1949 
1938 250 76 30.4 1950 
1939... 272 8&3 : 1951 
1940. 288 SS New series (11 or more 
1941 345 107 units) 
1942. . 424 133 1951 
1943 513 149 1952 
1944. nie : 559 163 1953... 
1945 41 174 1954_. 
1946... 740 203 


[Soe Ou 


Source: U. 8. Department of Commerce. 


Department stores are among the largest retail stores. It is instructive to 
note, therefore, that monthly average sales by department stores have increased 
from $139 million in 1939 to $407 million in 1954, or by 192:8 percent. During the 
same period, however, total retail sales rose by 306 percent. Thus, while the 
relative proportion of department store sales accounted for by chains has in- 
creased, the relative importance of department stores had declined. 

The data discussed above do not support the conclusion that the chainstores 
are growing in relative importance. Students of retailing have been fully aware 
of this situation. Thus, in 1951, Arthur Tremain, of Montgomery Ward & Co., 
pointed out: 

*“ * * * in the past two decades, despite all the economic changes brought about 
by the depression, the wars, and the effect of the national growth, the relative 
positions of the chains and the independents have undergone practically no 
change. 
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“In the evolution of retailing, the independent mie rchant has kept pace with 
chain organizations, despite all the clamor of 25 years ago that the corpor: 
chains were going to put the independent merchant out of business. They 
stand exactly where they stood 20 years ago. Today, the chains are « 
petitive one with the other. The future growth of their individual chainst 
will be retarded through its competition with other chains rather than with inde. 
pendent stores.” * 

The growth of effective cooperation among independents helps to explain their 
ability to hold their relative position. Hector Lazo has noted: “There is no on 
single factor making for the growth of chainstores that cannot be applied wit! 
equal success by the individual merchants with proper organization.” ~ 

While multiunit firms have grown in size, independents also have increased in 
size. Many supermarkets, self-service stores, and discount houses are independ- 
ents rather than parts of chains. As a resuit of these factors, the chains have 
not increased in relative importance within the entire retail trade economy 
Currently, the chains account for a somewhat smaller proportion of total retail 
trade sales than they did in 1938. 


4. Stability: retail trade as compared with other areas of economic activity dy 
ing periods of economic decline 

The movement of retail trade closely parallels disposable income. This rela- 
tionship reflects the nature of retailing which is to serve the ultimae consumer. 
However, when retail trade is compared with the industrial sector of the econ- 
omy, as represented by industrial production, it is found that in four recessions 
since 1929 the retail sector has exhibited greater stability (see table 15). Dur- 
ing the 1953-54 recession, industrial production fell 6.7 percent, while retail sales 
remained about unchanged. A similar relationship appeared in the 1948—49 
period, when retail sales showed little change, increasing 9.2 percent, while the 
industrial production index also fell by 6.7 percent. The 1937-38 recession evi- 
denced an even more striking contrast with retail trade falling only 10 percent, 
as against a 21 percent decline in industrial production. 


TABLE 15.—Changes in retail sales and industrial production, selected periods, 
1929-54 


serve index 
Year and percent 


Retail sales | of industrial | Year and percent Retail sales | of industrial 
change 


(in billions) production change (in billions production 
(1947-49 = | (1947-49= 
100) 


| | serve index 


: Federal Re- | Federal Re- 


ee 138 f |} 1948 

1032...... -| 124 ‘ 1949. 

Percent change 1 —36.8 —47, 5 || Percent change 

1937 __ eet 42.‘ 61 1953_..- 

1938 _ . ; 38 48 || 1954.... ; 
Percent change --- -- —9. —21.3 || Percent change. _--. 0 


| Data on retail sales were not available for 1932 and hence the index number for department store sales 
(1947-49= 100) was used. 


Sources: U. 8S. Department of Commerce, Survey of Current Business, November 1943, p. 7; October 
1951, p. 20; September 1952, p. 17; February 1955, p. 25; Economie Report of the President, Jamuary 1955, 
p. 164, 


Retail sales are in terms of dollars while industrial production represents 
physical units. Such a comparison makes no allowance for price changes. If 
this important factor is taken into account, the change in retail sales in real 
terms for the periods covered was as follows: 


Percent change 
1929-32 v. 
1 137-38 . 8 
aaa ~49 ; & 
1953 


* Tremain, op. cit., 


% Cited in Paul D. Converse, Henry W. Huegy, and V. Mitchell, Elements 
Marketing, Prentice-Hall, Inc., New York 1952, p. 421. 
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rhese data were derived by using the implicit price deflator for durable and 
nondurable goods of the United States Department cf Commerce.” Therefore 
they take into consideration both price changes and the physical volume of sales 
When this adjustment is made, the stability that characterizes the retail secto 
f the economy is clearly demonstrated. In the period from 1937 to 1988, real 
‘tail sales declined by only 5.8 percent, while industrial production fell by 21 
percent From 1948 to 1949 a similar pattern emerges as retail sales in real 
erms rose by 2.2 percent and the level of industrial production was 6.7 percent 
er. In the most recent period of economic adversity, from 1953 to 1954, re 
retail sales recorded no change while industrial production declined by 6.7 px 
cent. Similar results were obtained during the period from 1929 to 1982. Rea 
artment store sales were only 9.4 percent lower, while industrial production 
by 47.5 percent. In conclusion, after allowance for changes in price, the vol 
ne of retail trade has shown far less fluctuation than has industrial pro 
tion during the past quarter of a century. 
Greater stability of employment in retailing.—In connection with employment 
as a measure of stability, the Department of Labor Materials stated 
“Another popular misconception which is often stated to prove stability of 
employment in retail trade is that unemployment is practically noneixstent amor 


full-time workers in retail trade. Actually available statistics indicate that 


‘al 


{ 


un 
employment rates for full-time retail trade workers are somewhat higher than 
for all wage and salary workers combined, and considerably higher than the 
ates in wholesale trade and the service industries. Even when the comparison 
s limited to manufacturing industries, no clear cut pattern in favor of retailing 
trade emerges” (F, p. 12). 

This conclusion was based upon data for unemployment rates (F, p. 18), 
which in turn are based on the last full-time job of the unemployed. In light 
of the large amount of temporary employment to meet seasonal needs, these data 
showing unemployment are not too significant as a measure of stability of em 
ployment in some States. A more appropriate measurement is the volume otf 
employment and how it changes during periods of recession. Employment data 
show the employment opportunities in retailing and hence are more significant 
as a measurement of relative stability. 


TABLE 16.—Changes in full-time equivalent employees in retail trade and the 
economy, selected periods, 1929-54 


{In thousands] 


| 
| 


Year and percent change Retail trade All pri 
industr 


1438 > = ecescce 
Percent change 

1948 

IWYy 


Percent chang: 


1954 2 sina 
Percent change.. 


Not available. 
? For 1954 data on full-time equivalent employees were not available. Therefore, the Bureau of Labor 
stics’ series of employees in nonagricultural establishments was used to indicate the changes from 1953 
No information was available for all private industries. 


Sources: U. 8. Department of Commerce, Office of Business Economics, National Income, 1954 edition, 


pp. 196-197; U.S. Department of Labor, Bureau of Labor Statistics, Employment and Earnings, May 195 
49, 54. 


The United States Department of Commerce publishes data for full-time 
equivalent employees. Table 16 shows that during the four economic declines 
from 1929 to 1954, retail employment fell relatively less than did total private 


*U. S. Department of Commerce, National Income, 1954 edition, Washington, D. C 
p. 216. 
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employment, private nonagricultural employment, or manufacturing employ 
ment. For example, in the 1929-32 period, employment in retail trade fell 24 
percent, total private employment declined 27 percent, private nonagricultura! 
employment 28 percent, and manufacturing 36 percent. Since full-time equiva- 
lent employment is not currently available for 1952-4, the figures of the Depart. 
ment of Labor as published in its Annual Supplement on Employment and Earn- 
ings (May 1955) were used. United States Department of Labor data for the 
194849 recession yield almost the same results as shown for full-time equivalent 
employment. (See table 17.) 


TABLE 17.—Employment: Retail trade, private nonagricultural, and manufac- 
turing, 1948-49 


{In thousands] 


Retail trade | Private non- Manufa 

Year and percentage change employment | agricultural turing em 

employment ployment 
1948 ‘ aoe 6, 979 38, 789 
1949 6, 975 37, 459 
Percentage change : —0.1 | —3.4 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, Employment and Earnings, May 1955 
p. 49; Employment, Hours, and Earnings, Retail Trade, 1939-50, p. 4. 


In 1953-54, retail trade employment declined less than 1 percent as compared 
with a decline of 3.5 percent of all private nonagricultural employment, and 7.2 
percent for manufacturing employment. 

This stability of employment in trade (wholesale and retail) is particularly 
marked for those workers who regularly work full time. In the 1953-54 reces- 
sion, the percentage at work in trade full time the year around declined only 
mildly from 53.8 percent to 51.1 percent. The corresponding percentages for all 
wage and salary workers was cut from 60.7 percent to 57.3 percent; for manu- 
facturing the figure fell from 67.5 percent to 61.9 percent (table 18). These find 
ings stand in striking contrast to the Department of Labor's contention thai 
“even when the comparison is limited to manufacturing industries, no clear-cut 
pattern in favor of retailing trade emerges” (I, p. 12). 


TABLE 18.—Work experience, 1953-54 


| 

i 

| Amount of work experien 

Total who | n 

worked Full time Full time | Part time or 
\year round '| part year ? | inter- 
mittent 3 


1953 1954 } 1953 | 1954 


| 
1953 | 1954 | 1953 


ba tn ake ee 
} 


All industries_.. aint saat alee 100. 0 100.0 | 55. 58. 16.8 .2 
Nonagricultural industries. : 100.0 | 100.0 | 57.3 | 60.7! 17.7 3 
Wage and salary workers ai 100. 0 100.0 | 55.9 | 59. 18.4 3 
Manufacturing saa 100. 0 100.0 | 61.§ 67.5 | 20.6 s 
Wholesale and retail trade = 100. 0 100.0 | 51. 53.8 | 13.7 9 


| 

| 

| se 
| 

| 


1 Worked 50 weeks or more largely at full-time jobs. 
2 Worked 27 to 49 weeks largely at full-time jobs. 
3’ Worked at full-time jobs for 26 weeks or less, or at part-time jobs. 


Source: U. S. Bureau of the Census, Annual Report on the Labor Force, 1954, p. 7. 


The greater stability of employment in retail trade, as evidenced by full-time 
equivalent employment, is buttressed by similar relationships indicated by the 
data for the “average number of full- and part-time employees.” (See table 1%.) 
Since such data are available only through 1953, only three comparisons are 
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‘ i- 


shown. The relationships are similar to those shown for full-time employment 

alone with the declines in retail trade employment markedly less than that in 

rotal employment and employment in manufacturing industries 

ranLe 19.—Changes in average number of full-time and part-time employe 
retail trade and the economy, selected periods, 1929-49 


ta 


{In thousands} 


Year and percent change Retail 
track 


4,6M4 

82 3, OSS 
ercent change —21.3 
437 4,404 
gS 4, 780 
ent change 2.5 


ts 226 


,14 


‘ 
‘ 


rcent change 


Source: U. S Department of Commerce, Office of Business Economics 
». 198-199, 


The materials also stressed that unemployment rates in retail trade are “con 
siderably higher than the rates in wholesale trade and service industries.” Table 
20 compares these groups during three past periods of economic decline in terms 
of full-time equivalent, and table 21 in terms of full-time and part-time employees 
No major differences are shown in the magnitudes. In the 1929-32 depression, 
retail trade full-time employment fell by 24 percent as compared with 22 percent 
for wholesale trade and 21 percent for services. In the 1987-58 recession, em 
ployment in retail trade fell moderately more than for wholesale trade and less 
than for service industries. In the 1948-49 recession, both retailing and service 
trades recorded only nominal changes in employment as compared with a decline 
of 1.9 percent for wholesale trade. These data do not support the claim that 
there is any considerable difference in employment stability among these three 
sectors of the economy. All three groups have much more stable employment 
than the economy generally. 

These data for volume and employment indicate that retail trade does have 
greater stability than the balance of the economy. 


TABLE 20.—Changes in full-time equivalent emplovees in retail trade, wholesal 
trade, and services, selected periods, 1929-49 
[In thousands] 


| Retail 
Year and pereent change | trade 


Whole- | 
| sale | Services || Year and percent cha 
| trade 





1929 a , 215 | , 6 5, 112 1948 

1932 Pros » 2s 4, 068 1949 

Percent change is 23. .6 | —20.4 || Preent change. 
137 ust eGibtn« bent sendl | 5,000 || 1953 

1938 oo , 216 : | 4,800 || 1954 

Percent change ---| ert E —4.0 || Percent change ! 


For 1954 data on full-time equivalent employees were not available. Therefore, Bureau of Labor 
Statistics’ series of employees in nonagricultural establishments was used to indicate the changes from 
1953 to 1954. 

Sources: U. S. Department of Commerce, Office of Business Economics, National Income, 1954 editio 
pp. 196-197; U. 8. Department of Labor, Bureau of Labor Statistics, Employment and Earnings 
Dp. 49, 54, 


,M ay 1955, 
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TABLE 21.—Changes in average number of full-time and part-time employees in 
retail trade, wholesale trade, and services, selected periods, 1929-49 


{In thousands} 


Year and percent change Retail Wholesale Service 
trade trade 

1929 
1¥S2 
Percent chang: 
1937 
14938 
Percent change 
1948 
1040 
Percent change... 


Source: U. S. Department of Commerce, Office of Business Economics, National Incom 7 
pp. 198-199, 


5. Characteristics of retail trade employment 

Retail trade is marked by a unique pattern of activity. In most branches of 
retailing, volume on the day the store is open late and on Saturdays (and some- 
times Fridays) is very high as compared with the balance of the week. This 
pattern reflects a combination of Friday paydays and Sacurday shoppimg days. 
The latter is encouraged both by the immediate availability of the weekly in- 
come and the fact that children do not go to school and the breadwinner usually 
does not have to work on Saturday. As a result of this pattern of volume, many 
retail establishments—independent and multiunit alike—supplement the regular 
store staff by “Saturday oniies” or by part-time help which may work Thursday 
evenings, Fridays, and Saturdays. Students and housewives provide an im- 
portant share of this part-time help. 

In addition, there is a marked seasonal pattern in many retail lines. Of par- 
ticular importance are the bulges in sales which precede Easter and Christmas, 
with the latter being far more important. These seasonal requirements are met 
by the temporary employment of full-time and part-time workers. These work- 
ers are hired for the Christmas season and know in advance that their employ- 
ment will be terminated when the seasonal rush of business is ended. Because of 
these patterns of volume, the employment picture for many stores includes: 

(@) Full-time permanent staff with relatively stable employment oppor- 
tunities. 

(b) Seasonal employment of part-time and full-time workers. 

(c) Part-time workers, 1 or more days a week, who may work on a year- 
round basis. 

This pattern of employment opportunities is unique to retailing, and, of course, 
is typical of chainstores and independents. 

There are three other characteristics of retail trade employment which should 
be noted. (d) A relatively large proportion of the employees are women, (¢) 
the proportion of younger workers is large, and (f) the extent of unionization is 
less than in other industries. 

Stability of full-time employment.—In the preceding section, data were pre- 
sented which showed that employment fluctuates less in retail trade than in 
manufacturing and other industries. The United States Department of Labor 
has recognized the stability of full-time employment in department stores. 

“Those who obtain permanent, full-time employment will have fairly good job 
security. The basic regular force of a department store is relatively stable: 
the temporary and part-time sales force, however, varies with the volume of 
sales.” 

There is no evidence that the nature of department store operations, or of 
retailing generally, has changed so significantly since 1946 that this conclusion 
is no longer true. 

Duncan and Phillips, two careful students of retailing, concluded in their book 
published in 1955 that— 4 

“The retail field offers more stable employment than many other industries. 
For some types of retail businesses, such as food stores, there is relatively little 


2 U. S. Department of Labor, U. S. Employment Services, Department Stores, Industry 
Series No. 53-1, Washington, D. C., June 1, 1946, p. 9. 
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seasonal fluctuation in sales. In other fields, although seasonal variations in 
gles are significant, these variations are not so great as those in the rates of 
reduction of many manufacturing industries. In many retail stores, sales 
vaks occur during the weeks preceding Easter and Christmas; and low points 
re reached during the months of February and August. The increasing use of 
art-time employees permits adjustments in the size of the total force with the 
saintenance of the regular staff at about its usual size. Moreover, in times of 
epression the evidence shows a smaller decline of employment in retailing than 
all industries combined.” ™ 

These observations are supported by the statistical data presented in the 
seceding section. 

Varked amount of seasonal employment.—There is usually a relatively large 
ocrease in employment in the retail trade in the last 2 months of the year to 
indle the seasonal increases in sales which precede Christmas. Table 22 shows 
e relationship between actual sales and monthly average sales for department 


sores and for all retail trade in 1954. 


TABLE 22.—Seasonal pattern of retail trade sales, 1954 


[Monthly average = 100} 


Department} Total retail | 


Department! Total retail 


nary Ce 74.8 | 86.8 || July 79.3 101.2 
uary 77.5 84.8 August RAS 97.7 
h 80.2 } 95. 2 Septem ber 100. 9 00.4 
] 99. 1 100.7 October 106 108.1 

95.5 100. 2 November 123.4 102.2 
95.5 103. 1 December 180), 2 25.7 


uirce: Derived from data of U. 8. Department of Commerce and Board of Governors of the Federal 
serve Board. 


In the early months of the year, total retail sales tend to be below the monthly 
verage, during the second and third quarters sales tend to fluctuate around the 
ionthly average, while in the final quarter they increase substantially. For 
lepartment stores, the seasonal pattern is more marked with sales in November 
23 percent, and in December 80 percent, above the monthly average. 

Table 23 shows the monthly full-time and part-time employment for variety 
stores in 1954. The large bulge in employment in December is evident both for 
full-time and part-time workers. The Easter increase in volume appears to 
have been met mainly by an increase in part-time help as is shown for April 1954. 


i 


TaBLE 23.—Number of employees in the variety store industry, by months, 1954 


Sample full- | Trade wide Sample part-| Trade-wide 





Month time projection time projection 
full-time part-time 
. | 

ITE cedodtudsccccscececebsiccnceunesee 78,711 | 231, 502 98, 558 
PO oo tcaes a visatbeweniaaien 76, 819 225, 938 93, 417 
OI cetera tcatete a ait Na hs dicho oScaan 77, 469 227, 850 96, 332 
RE dock atatin ine tes <i denen eee Sine 79, 273 233, 155 109, 538 
MOD tic cctceidabamne SR eee 76, 601 | 225, 927 103, 802 
TI ora foia aera bisa Cnt den omen . 75, 019 | 220, 644 04, 273 
Wins aceon eed a 74, 833 220, 097 RR, O47 
SS SS SaS ai ate ; 75, 138 220, 994 88, BAS 
September. .......«--..- 5 i a 77,790 228, 794 99, 302 
PDO 5s «ono ceo ‘ ‘ dae 78, 366 | 230, 488 : 102, 094 
NOVO. ....ctindcanes Ri ak sdditicisice 2, 264 | 241, 952 37, 202 109, 417 
eee Be, on. Se cabawedbsoebeel 100, 576 | 295, S11 58, 294 171, 452 
Reh atins cence caine bacananitnly 79, 404 233, 543 35, 587 104, 668 


Note.—Based on 1954 employment of a sample of companies which represent 34 percent of the national 
sles volume. 


The large bulge in retail sales in the last month or two of the year is handled 
by hiring more full-time workers as well as part-time workers for that period. 





* Delbert J. Duncan and Charles F. Phillips, Retailing Principles and Methods, Richard 
D). Irwin, Inc., 1955, pp. 33-34. 
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These are hired as temporary employees. Many of the workers hired are house 
wives and students who desire temporary employment. They supplement 1}, 
work of the year-round staff—full time and part time. 

The Department of Labor Materials at F, page 12, states that “unemploymey 
rates for full-time retail trade workers are somewhat higher than for all way 
and salary workers combined.” To the extent that full-time workers are take; 
on temporarily to meet the seasonal peaks in sales and then are laid off when 
the season ends, the result would be an increase in the number of unemploye: 
reported for retail trade. But this situation applies only to those who are en 
ployed temporarily to meet seasonal demands; it does net apply to the regular 
staff. 

Large volume of part-time employment in retail trade.—A large proportion of 
the work force in retailing works only part time. Part-time employment ix 
essential in the conduct of retailing because of the uneven shopping patterns of 
customers. Store hours are influenced by the need to meet the convenience of 
the customer. This is illustrated by the evening hours during which many stores 
now keep open. Part-time workers provide the answer to the peak volume of 
business that occurs when the store is open during the evening and at the end 
of the week. 

Table 23 for variety stores showed that in 1954 approximately one-third of 
the employees were part-time workers. The proportion was similar for most 
months of the year except December when the relative importance of part-ti: 
workers was substantially higher than in the balance of the year. A study b 
the NRDGA in the spring of 1954 revealed the following data for department: 
stores and specialty shops: 

Three hundred and fifty department stores, with 216,620 employees, re 
ported that 15 percent of all their rank-and-file employees were part-tiny 
employees. 

One hundred and thirty-six specialty stores, with $2,321 employees, r 
ported that 19.8 percent of all their rank-and-file employees were part-time 
employees. 

The combined figures of the above groups results in 486 department an 
specialty stores, with 248,941 employees, reporting 15.7 percent of all their 
rank-and-file employees as part-time employees. 

Table 24 shows the distribution by industry of the number of full-time workers 
and those who usually work part time. The industries which account for the 
overwhelming proportion of part-time workers are the service industries and 
retail trade. The service industries accounted for about one-third of the total 
while retail trade accounted for one-fourth the total in December 1953, the 
Christmas period, and one-fifth the total in May 1954. 

TasL_e 24.—Percent distribution of full-time and part-time workers 


by industn 
and class of worker, December 1953 and May 1954 


December 1953 May 1954 


Industry and class of worker 


| 


part time ! anil time 


Agriculture 

Construction 

Manufacturing - 

Transportation, communication, and other 
SD ON a cic ts Balad ncn beeen 

Wholesale trade 

Retail trade - sibncedieiae dee denen 

Service industries_-__-_---- 

Public administration 

All other industries 

Self-employed workers_ - -- 

Unpaid family workers 


14.1 
1.8 
6.5 
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1 Worked part time vOmeee the survey week and usually worked part time. 





Sources: U. S. Department of Commerce, Bureau of the Census, Current Population Reports, Series 
P-50, Mar. 18, 1954, p. 7 and Nov. 19, 1954, p. 8. 
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Retail trade is one of the most important sources of commercial employment 
for those urban workers with part-time work, particularly for those who do not 
prefer or could not accept full-time work. In August 14, the Bureau of the 
Census reported 9 million persons working part time. Of this group, 3.6 million 
usually worked full time; 5.5 million, however, usually worked part time; of Uh 
latter, 1.2 million prefer or could accept full-time work while 4.3 million de not 
prefer or could not accept full-time work.” 

The Women’s Bureau of the United States Department of Labor has observed : 
“more women than men regularly prefer or cannot accept other than part-time 
employment.” Women part-time workers comprise about one-fifth of the total of 
employed women. The majority of them are married. 

“Most part-time workers are found in four main industry groups: Agriculture, 
domestic service, wholesale and retail trade, and service exclusive of domestic 
service * * * Of the workers preferring part-time work in the nonagricultural 
industries, Only a small proportion are in manufacturing, less than a fourth are 
domestic workers, and considerably over half are about equally divided between 
wholesale and retail trade and the service industries (other than domestic) 
Since these industries employ large numbers of women, it may be assumed that 
most of their part-time workers are women.” ™ 

The study stated that “part-time work,” by definition, was considered to be 
work substantially less than the scheduled hours of the establishment and/or 
not more than 36 hours a week. ‘The Women’s Bureau’s study was directed 
toward regular, not temporary, part-time jobs. Occasional or temporary jobs, 
such as Christmas extra work or seasonal employment, were not included. 
Neither was student employment, since student part-time jobs interject other 
factors not common to regular part-time work.“ The Bureau's report was based 
on a survey made during June 1949—June 1950. 

Among the reasons why women work part time, the Bureau found, are house- 
hold and family responsibilities that prevent them from working full-time. 
‘They worked part time for 1 or more of 3 reasons: to supplement or increase 
income; to have outside interests and contacts; or to use their skills and abilities 
Some gave physical disability, age, or difficulty in finding full-time jobs in line 
with their special training or skills as other reasons for taking part-time jobs.” 

The Women’s Bureau's study noted: 

“The largest number of part-time jobs were, naturally, in the kinds of work- 
places—such as stores and restaurants—which every town and city has. Of the 
establishments surveyed, about three-fourths of the department stores, limited- 
price stores, and motion picture theaters regularly employed women on a part- 
time basis. For women’s apparel and accessory stores the figure was slightly 
less than half; for hotels and restaurants more than half, and for the beauty 
shops, less than one-fourth.” 

Edueation and training ranked far lower in hiring qualifications in retailing 
than in other types of part-time work. 

“Most of the stores either required or preferred high school graduates for 
salespersons but there seemed no hard or fast rule for this group of workers. 
Employers commented that many of their best saleswomen, particularly the 
older ones, were not high-school graduates. Appearance and ability to meet 
the public were more important than formal education * * * Many of the stores 
did not require experienced part-time saleswomen, due perhaps to the fact 
that large stores customarily have their own training programs. Others said 
they preferred but did not require experience and, in general, experience was 
not the determining factor in selecting saleswomen.” 


”“U. S. Department of Commerce, Current Population Reports, Part-Time Workers, 
August 1954, Series P—50, No. 56, Nov. 19, 1954. 
ont U.S. Department of Labor, Women’s Bureau, Part-Time Jobs For Women, Bulletin No. 
238, 1951, p. 1. 

* Thid., . 3. 

* Tbid., p. 5. 

* Ibid., pp. 18-19. 
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Part-time employment is a significant characteristic of retailing. Many of 
these workers are women who require relatively little or no experience. Part. 
time jobs provide flexibility in retailing to meet the irregular demand and at the 
same time provide job opportunities for many persons who are not available for 
full-time work. 

Retailing employs a relatively large proportion of younger workers.—The 
Bureau of the Census found in April 1955 that youngsters in their teens com- 
prised a little more than 5 percent of all persons employed by all nonagricultura| 
industries. (See table 25.) Teen-age employment in trade (wholesale and re- 
tail) was almost twice the national average. One out of every ten workers ip 
distribution today has yet to turn 20 years of age and 1 in 20 is barely beyond sec 
ondary school age (14 to 17 years). In manufacturing, only 4.4 percent of a)| 
persons employed are under 20 years; in construction, only 2.3 percent. 


TABLE 25.—Persons employed in nonagricultural industries, by major industry 
groups and age, week of Apr. 3-9, 1955 (percent distribution) 


Age 


Major industry group . | i 
18 | Wto)| 25to| 35to| 45to | 55to; 65 

} and | 24 34 | 44 54 | 64 | and 

| | | | over 


| 
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Construction _...__- 

Manufacturing -- eek sie Gke= Jub tide alte ; | 

Transportation, communication, and other public 
utilities _- ; e 

W holesale and retail trade 

Service industries - 

All other industries_._- ‘ er 

Total nonagricultural industries -..............-.--- 
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on 
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Se | 
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oi 
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| 
5 | 3 
| ¢ i 
f 


Souree: U. 8. Department of Commerce, Bureau of the Census, Current Population Reports. Labor 
Force, May 1955, p. 11. 


PRESS 
woo 


By far the most definitive study of the age characteristics of employment in the 
Nation’s major industries is that of the United States Department of Health, 
Education and Welfare in Anna Bercowitz’ study Age of Workers in Covered 
Employment: Industry Differences, 1949. This study concluded: “There is also 
a diversity in the average ages of workers in different industries. Relatively 
large proportions of young workers are employed in retail trade, service, and 
finance and insurance, most of which are characterized by much part-time em- 
ployment and low levels of skill and wages.” * (Italics added.] 

This analysis divided the major industry groups into “young worker” and 
“old worker” industries. ‘Industries that employ relatively large numbers of 
young workers have problems that differ substantially from those that employ 
relatively large numbers of old workers.” * The industries in which the median 
age of workers was 30.8 years or less were designated as young-worker indus- 
tries. Industries with median age limits of 37.8 years or higher, were designated 
as old-worker industries. The median ages for wholesale and retail trade as 
a group, as well as for nine major sectors of trade are shown in table 26. 


™% Social Security Bulletin, April 1953, p. 9. 
* Ibid., p. 5. 
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TABLE 26.—Median age of all workers and 4-quarter workers, by industry 
group, 1949 


Industry 


Mining > On 
Contract construction Za ON 
Manufacturing } 1 oO 
ransportation, communication, and other public utilities 778, OOO 
lesale and retail trade 5, 968, 000 
Full-service and limited-function wholesalers 2, 459, 000 
Wholesale distributors, other than full-service and limited-func- 
tion wholesalers on 
Wholesale and retail trade com bined, not elsew here classified ow 
Retail general merchandise - - -- 2, Ooo 
etail food and liquor stores , 157, 000 
Retail automotive F 000 
Ketail apparel and accessories : 000 
tetail trade, not elsew here classified 487. 000 
Fatir nd drinking places > 552, OO) 
etail filling stations 50), OOO 
Finance, insurance, and real estate | 492, 000 
Service industries », 473, 000 
4ll others =< ‘ , 068, 000 


Datel..... , , ‘ zh le . 400, 000 


Workers with wage credits in all 4 quarters. 


Note.—A worker is included in each industry group in which he earned wage credits in the year I\4y 
lherefore, the total number of workers with wage credits or the number with wage credits in the retail 
ind wholesale trade industries group cannot be obtained by adding the amounts for the individual industry 
group, since some workers earned wage credits in more than 1 industry grou; 


Source: Anna Bercowitz, Age of Workers in Covered Employment: Industry Differences, Social Security 
Bulletin, April 1958, pp. 4-5. 


The Social Security Administration study found that “all the young-worker 
industries with respect to men, with the single exception of the communications 
industry, and all the young-worker industries for both sexes were in the whole- 
sale and retail trade or in the service industries. Most jobs in these industries 
require little, if any, training. As a result they are industries in which rela- 
tively large numbers of untrained young people find employment. Since wage and 
skill levels in these industries are relatively low they do not as a rule attract 
older workers.” * 

None of the higher wage scale industries—manufacturing, construction, and 
mining, were found to be young-worker industries. 

Of the 68 industry groups and subgroups reported by the Social Security Ad- 
ministration, only 2 had a lower median age than retail general merchandise 
stores; motion pictures (25.2 years) and retail filling stations (27.2 years). The 
median age was 30.2 years for all retailing as compared with 35.5 years for all 
workers in manufacturing. Clearly, the average age of all workers in retail 
trade runs significantly below that for all manufacturing industries in contrast 
to the conclusion in the Materials that “The median age of workers in retail trade 
is about the same as for manufacturing industries.” (EK, p. 10.) 

A breakdown of ages and sex of employees in general merchandise stores shows 
that the median age of female workers was 26.5 years, while for male workers it 
was 29.8 years; 28.5 percent of all female employees were under 20. 


* Ibid., pp. 6-7. 
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Age distribution of workers, retail general merchandise 


Men | Women 
(826,000) (2,014,000 


Percent Percent 
Total ___- be : 100.0 | 10 
Under 20 years 17. 
20 to 64 years 7 
65 years and over 
Median age... 


| 
years... 8] 26.5 


—— 


Equally important findings emerge from the comparisons of age structure of 
workers with wage credits in all four quarters, as compared with that for al! 
workers with taxable wages. In retail general merchandise, the median age of 
4-quarter workers was 36.2 years, or 8.6 years above the median for all work- 
ers in the industry. The explanation for the wide spread between the median 
age of four-quarter workers in general merchandise stores and all workers was 
as follows: 

“Many young persons first enter the labor force at the end of the school year 
and as a result usually have no more than 2 quarters of coverage to their credit 
for the year. Others are short-term workers with employment primarily during 
school vacations or Christmas holidays. Since many of the trade and service 
industries are young-worker industries, it is not surprising to find a much smaller 
proportion of 4-quarter workers than the average in these industries. Whereas, 
two-thirds of all workers in 1949 were 4-quarter workers, workers who were 
employed in all 4 quarters in the trade and service industries constituted only 
47 and 39 percent, respectively, of all workers in these industries.” [Italics 
added.] 

The high percentage of young people in retailing also results in higher mobility 
of employees. Youngsters shift more frequently than their elders, the study 
found, in every one of the industry divisions. 

“The greatest movement occurred among workers under 25 years of age. In 
this age group, 29 percent of all workers had held covered jobs in more than one 
industry group in 1949. With advancing age, industry movement declined 
gradually, so that only 8 percent of the workers aged 65 and over were multi- 
industry workers.” ™ 

In summary, retailing in general and general merchandise stores in particular, 
are characterized by employing exceptionally high percentages of younger 
workers. The higher percentage of young employees reflects a lower degree of 
skill required of employees than in the higher wage scale sectors of the economy 
such as manufacturing, construction and mining. Few, if any, major industries, 
have a higher proportion of young workers on their payrolls than does retailing. 
Within retailing, few, if any, forms of retailing have a lower median age than 
do general merchandise stores. This in turn accounts for substantially greater 
mobility of employment in retailing than for industry in general. 

Large numbers of women are employed.—Three occupations traditionally have 
provided the major opportunities for female employment—general household 
work, teaching, and selling, chiefly in stores. In recent decades, clerical work 
has provided a fourth major outlet for women workers. In the 1950 census, 27 
specific occupations were reported, each of which employed 100,000 or more 
women in that year, Second in this occupational list was ‘“saleswomen—retail 
trade,” numbering 1,192,000. It was surpassed only by the 1.5 million “stenogra- 
phers, typists, secretaries” and followed by about 835,000 teachers. The large 
number of women working part time in retail trade was discussed earlier. 

The proportion of female workers in selling has nearly doubled since the turn 
of the century. Women comprised 21 percent of all workers desinated as “sales 
persons and sales clerks” in 1900 as compared with 38 percent in 1950. 

Saleswomen are prominently mentioned by the Women’s Bureau among the oc- 
cupations of younger women. Thus, it notes that for two groups of saleswomen 
saleswomen retail numbering nearly 1.2 million and other specified sales workers 
(24,000)—“14 percent are under 20 years of age, but the median of all women 


* Thid., pp. 7-8. 
* Ibid., p. 8. 
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n these occupations is over 35 years.” This is “much the same as for all women 
vorkers.” ™ 

Fully 90 percent of all saleswomen earn their living in retail trade. This is 
n striking contrast to the pattern of employment of salesmen. Thus, 34 percent 

f all salesmen are employed in wholesale trade and manufacturing; the same 
‘wo industries, however, employ only 3 percent of all saleswomen.” 

Among the managerial occupations, the largest proportion of women to total 
employment is found among floor managers in stores. Women accounted for 46 
percent of all floormen and floor managers, the highest percentage for all of the 
management groups.” 

The 1954 Handbook on Women Workers“ offers the following breakdown of 
female employment by industrial groups : 


TABLE 27.—Employment of women by industrial groups, 1940 and 1953 
. 


| j 
| Number, Percent of all workers | Percent of distribution 
| 1953 Sts | 
(millions) 
1953 140 06 || «1953 1940 


Manufacturing -- 

Retail trade 

Personal services - 
Professional, related services 
All other 


For retail trade, the proportion of women employed is relatively greater than 
for allindustries (39 percent as compared with 30 percent) and 14% times as large 
for all manufacturing (39 percent compared with 26 percent). Moreover, as the 
Lepartment of Labor Materials show (KE, p. 9), the proportions are much higher 
for general merchandising stores (76 percent), variety stores (79 percent), and 
apparel stores (55 percent) than for other types of retailing. The overall 
average for retailing is pulled down because of the relatively small proportion of 
women employed in such branches of retailing as gasoline service stations 

> percept), fuel, fuel oil, ice dealers (10 percent), automotive group (12 per- 

cent), and lumber, building, hardware group (13 percent). The nature of these 
atter retail operations is such that it would not be expected that they would be 
able to use large numbers of women. 

It is interesting to note the Materials state that “The low earnings in general 
merchandise stores * * * reflects the low level of earnings for limited price 
variety stores, and the fact that wages in department stores also average rela- 
tively low among retail lines.” (E, p. 14). But these are the retail lines 
employing the largest proportion of women. Women tend to have lower wages 
than men. This is not peculiar to retailing. For example, the staff report of 
the Senate Subcommittee on Labor estimated, on the basis of United States 
Department of Labor data, that 51 percent of the women production workers in 
inanufacturing industries earn less than $1.25 an hour; only 13.4 percent of the 
men in these industries earned less than $1.25 an hour.“ This situation arises 
out of the fact that women tend to hold less skilled jobs on the average than do 
en 

Relatively small proportion of retail employees belong to unions.—Unionism 
s hot new in the field of retailing. There are some recorded instances of col- 
lective bargaining by retail stores prior to 1850. However, despite the impetus 
ifYorded by the favorable legislative climate of the 1930's unionism in retail 
rade today covers a relatively small proportion of the employees. Whatever 

gress has been made “has been confined very substantially to larger depart- 
stores and chain store units in major cities. Even in such cities, unions 


U. S. Department of Labor, Women's Bureau, Changes in Women’s Occupations, 
40-50, Bulletin No. 253, p. 21. 
“ Ibid., p. 62. 

Ibid., p. 67. 

7. S. Department of Labor, Bulletin No. 255, p. 8. 

Staff report to the Subcommittee on Labor of the Senatee Committee on Labor and 
Public Welfare on Amendment of the Fair Labor Standards Act of 1938 as amended, 
Washington, D. C., 1955, p. 17. 


V¢ 
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of store employees have not been as significant in Middle Western and Southe 
States as in the Northeastern States and in cities on the Pacific coast.” * 

it has been estimated that “approximately half of total retail union mem) 
ship is found in 14 large cities, while an even greater concentration exists ; 
tive of these cities.” © 

The Materials note the concentration of union agreements in “departme; 
stores, supermarkets, and among suppliers of milk and dairy products” (Kf, | 
8). This situation is particularly interesting because department stores ar 
cited as a low wage area at E, pp. 13-14. Apparently, unionization alone is yp 
able to raise wages in retail trade when other factors are not favorable. 

Only two retail unions are listed in the conference board’s study of Dues 
Initiation Fees and Per Capita Taxes of American Labor Unions.“ The com. 
bined membership of these two unions (Retail Clerks International Associatio: 
AFL, and Retail, Wholesale and Department Store Union, C1O), is 390,00 
(Some members do not work in retailing.) It should be noted, as the Depar; 
ment of Labor Materials indicates, that “The actual extent of organization js 
not clear, primarily because of the many kinds of job skills used by retailing 
firms and the large number of unions consequently involved” (E, p. 8). 

However, there are some data available on the so-called minor retail unions 
which bring the total union membership to over 500,000. These include: Ama 
gamated Meat Cutters and Butcher Workmen—AFL (retail membership, 120,000 
International Brotherhood of Teamsters—AFL (retail membership, 40,000), Dis 
tributive, Processing and Office Workers of America—CI1O (retail membershi 
20,000) and Buildins Service Employees—AFL (retail membership, 10,000) .“ 

Brown and Davidson have pointed out that there are limited possibilities of 
unionization in retailing: 

“There are * * * certain characteristics indicating that unionization will b 
considerably more limited in the field of retailing as a whole than in manufa 
turing, wholesaling, or public-utility companies, transportation. One of thos 
is that retailing is an industry of numerous small establishments with a high 
proportion of family workers. A second factor is the large amount of depend- 
ance upon part-time and seasonal workers, who are not particularly interested 
in union activities. Third, many regular employees regard their jobs as relatively 
temporary situations because of aspirations for a business of their own, a pro- 
motion to a management position, or, in the case of many young women, because 
of desires for marriage and home life.” “ 

The experience in the United States has been similar to that in Canada. 

“As in the United States * * * in Canada, collective bargaining covers less 
than 7 percent of those working in retail trade * * * unionization is most ex- 
tensive among employees of retail food establishments.” “ 

F. T. Malm has pointed out why unionization in retailing cannot increase 
rapidly: 

“The main groups of workers remaining unorganized are these in white col- 
lared employment and, to some extent, those in very small firms. In both in 
stances (and these overlap somewhat) special barriers exist which tend to im- 
pede further unionization. White-collar workers seem to be somewhat more 
management oriented in career outlook than factory workers, and less likely 
to seek gains or security through unionism. Salespeople are unionized, it is 
true, in the San Francisco department stores, in the large chain grocery stores, and 
elsewhere, but further organizing is likely to be slow. In addition, many clerks 
and salesmen work in small offices and shops while some production workers 
are employed in small shops and factories. It is quite expensive, possibly un- 


“Paul A. Brown and William R. Davidson, Retailing Principles and Practices, The 
Ronald Press Co., New York, eee 240. 

*S Marten S. Estey, Patterns of Union Membership in the Retail Trades, Industrial and 
Labor Relations Review, July 1955, p. 562. 

“# Management Record, January 1955. 

“7 Raulston G. Zundel, op. cit., p. 305, and Estey, op. cit., pp. 558—560. 

** Brown and Davidson, op. cit., p. 242. 

* Estey, op. cit., p. 563. 
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justifiably so, for unions to undertake organizing campaigns among such em- 
ployees.” ” 

The relatively small number of employees per firm in retail trade establish- 
ments was discussed earlier. Ninety-five percent of the firms had 15 or fewer 
employees; these firms accounted for 59.5 percent of the total in 1951. (See 
table 1.) Even these figures may overstate the average number of employees 
per store because they refer to firms, some of which have more than one store. 

In the case of these small-scale retailers, the yield in terms of revenues to the 
labor organizer would be too thin to make this field attractive. And even for 
somewhat larger retail enterprises, the limited number of employees per store, 
the geographic distances between stores and the changing composition of per- 
sonnel, (rapid departures of the very young, particularly) have militated against 
mass unionization. 


§. Retail wages are determined by local factors 


The Department of Labor Materials suggested that a chainstore “probably 
does not have locally determined wage * * * policy” and that its “labor stand- 
ards directly affect interstate standards” (E, p. 3). This is not an adequate 
description of retail wage determination. Wage policy in general terms is de- 
termined by the home office of a multiunit firm. But it doesn’t follow that the 
company is free to set wages for a particular store at any level it may choose. 
Actually, the level of retail store wages—for chains and large and small inde- 
pendents alike—is determined predominantly by the peculiar local factors in the 
community. This is inevitable because retailers draw overwhelmingly upon the 
local labor market for their employees. They must compete with the opportun- 
ities and working conditions available in other lines of business. 

The policy of chainstores is probably well summarized by the following state- 
ment which is included in the personnel manual of one large firm: “Basic wages 
ure generally paid competitively in line with what the majority of your competi- 
tion is paying in or around your local community.” 

Another chainstore policy manual states: “The wage schedule in each com- 
munity is established based on the cost of living in that community and after 
comparison with the highest rate paid in competing stores.” 

Safeway Stores, Inc., policy provides that: “In general, minimum wages are 
determined by the prevailing wage for the same type of work in the same labor 
market.” 

O. T. Sloan, general manager of Mack’s 5, 10, and 25 Cent Stores, North 
Carolina, told a subcommittee of the Senate Committee on Labor and Public 
Welfare, “Although we operate in more than one State, our stores are essentially 
local in character. We employ local people and pay the prevailing rates for 
clerical employees.” 

A published statement of R. H. Macy policy for its Kansas City store, states that 
its suecess “depends on the character, quality, and morale of its personnel. There- 
fore, it is the continuing policy of our personnel department to pay wages equal 
to the going rates for the same type of work within the Kansas City area.” ™ 
This policy is in effect at all of the R. H. Macy stores. 

The NRDGA has pointed out that “while the ownership of these enterprises 
may be centralized, the individual units from the standpoint of wage and em- 
ployment procedures are basically operated as a local unit.” 

The fact that retail wages are locally determined is widely recognized by 
economists and by the trade. Appendix D reproduces a number of statements 
dealing with this point. The reasons for local wage determination in retailing 
and other local industries are well described by Prof. John Abersold as follows: 

“In general, the nature of the product market will determine whether balance 
need be maintained for the wage structure of a local acar, a broader geographical 
area, or throughout the Nation. If the market for the product, be it goods or 
services, is local, payment of a different level of wages in each local product 


°F. Theodore Malm, Recruiting Patterns and the Functioning of Labor Markets, 
Industrial Labor Relations Review, July 1954, p. 522. 

5. Reproduced in G. Henry Richert, Retailing Principles and Practices, Gregg publishing 
division, MeGraw Hill Book Co., Inc., 1954, p. 114. 





736 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


market will have little effect upon the distribution of sales among the markets 
If significantly higher wages are paid in laundries in Philadelphia than in Ney 
York, for example, and if higher laundry prices are consequently charged in the 
former city, customers in New York will not send their laundry to Philadelphi» 
But if higher prices necessitated by higher wages are charged by some laundries 
in Philadelphia than by others, customer demand will tend to shift to the lower 
prices. Consequently, it would not be necessary to maintain the same level o/ 
hourly rates among the product markets that would be necessary within a singl: 
product market. Among the types of industries serving a local market ar 
restaurants, hotels, department stores, retail shops, bakeries, barbershops, mo- 
tion-picture theaters, local trucking, and the building-construction industry.” * 
{Italics added. ] 

Prof. Leo Wolman has noted: 

“In all but a few cases, the objective of organized labor in the United States 
and other countries has been national collective bargaining and national con- 
tracts * * * only where industries are essentially local in character do unions 
deviate from this course. Hence, in the * * * retail trade * * * bargaining is pre- 
dominantly local, the labor agreement is restricted to a locality, and the standards 
of wages and working conditions consummated by the agreement are, likewise, 
local.”™ [Italics added.] 

An outstanding illustration of this point is found in the contract between the 
National Association of Retail Meat Dealers and the Amalgamated Meat Cutters 
and Butcher Workmen of America. According to a United States Department 
of Labor study, they have a national agreement confined to a broad statement 
of policy and then note “that local conditions require local treatment and that 
it is not practical or feasible to include in this agreement the matters of wages, 
hours, and conditions of employment.” ™ 

Wages are generally lower in the South.—The Department of Labor Materials 
contains some data on North-South wage relationships which lend support to 
statements such as those reproduced above. At E, page 12 of the Department 
of Labor Materials, it is noted that retail wages “in the South are lower than 
in the rest of the country.” Then on BE, page 13, a tabulation is presented which 
shows that for each major line of retailing, average hourly earnings in the South 
are lower by substantial amounts than in the rest of the country. The average 
is estimated at $1.29 in the South, as compared with $1.53 in the non-South and 
a national average of $1.47. It is suggested that the BLS national average 
“may * * * tend to understate earnings for multistate enterprises” (E. p. 12) 
by a small amount. The figures shown for various lines and regions in August 
1954 were “based on BLS average of $1.47 per hour in August 1954 and adjusted 
by relationships shown in the Census of Business, 1948” (E. p. 13). To the 
extent that wage relationships have changed between retail lines and between 
sections of the country since 1948, the actual hourly earnings as of August 1954 
would differ from those shown in the tabulation on E, page 13. Although it is 
certain that in our dynamic economy wage relationships have changed, data are 
not available to determine the precise magnitude of these changes. 

Nevertheless, regardless of what the precise level of earnings may be, it is true 
that retail wages “in the South are lower than in the rest of the country.” But 
this situation is not unique to the retail trade. The general level of wages is 
lower in the South than in the rest of the country and accordingly, retail wages 
which are locally determined, also are lower. The general level of wages by 
States is shown in table 28, which lists average hourly earnings in manufacturing 
industries by States in 1954. Only one of the States classified by the Bureau 
of the Census as being in the South (shown by asterisk), namely, West Virginia. 
where high coal mining hourly earnings play a role, had average hourly earnings 
in manufacturing industries in excess of $1.81, the national average. Of the 
12 States with average hourly earnings below $1.50, 9 were in the South. The 
seven States which had the lowest earnings were in the South. 


John R. Abersold, Problems of Hourly Rate Enitoanity, Industry-Wide Collective 
Bazqiinias Series, University of Pennsylvania Press, 1949, 


DP. 
Wolman, The Area of Collective Bargaining, Political Science Quarterly, Decem- 
ber. 1944, p. 482. 


%U. S. Department of Labor, Bureau of Labor Statistics, Collective spans With 
Associations and Groups of Employers, Bulletin No. 897, March 1947, p. . 
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TasLe 28.—Average hourly earnings in manufacturing industries, by States, 1954 


$2.16 | Iowa. 

2.15 | Texas* 
Michigan 2.15 | Oklahoma* 
Washington 2.09) Missouri 
Wyoming 2. 08 | Maryland*- 
California 2. 08 | Massachusetts__ 
1.99} Kentucky* 

1, 99 | Nebraska__. 
Arizona 1.95} Louisiana*____ 
Indiana 1.93! South Dakota 
New Mexico 1. 92! Rhode Island 
Illinois 1,91} North Dakota_- 
Idaho y Vermont___ 
Kansas : Tennessee*___ _. __ 
New Jersey : New Hampshire 
New York : Alabama*__ 

1, 84 | Maine____- 

1. 83) Virginia*__ 
West Virginia 1. 83 | Florida* 
Pennsylvania 1. 82| Georgia*_ : 
Minnesota 1. 82} South Carolina* 
Colorado 1. 81} North Carolina*__- 
Connecticut Da I i eeeerereneoens 
United States 1. 81 | Mississippi®__........ 
Delaware* 


Source: U. S. Department of Labor, Bureau of Labor Statistics, Employment and 
Earnings, May 1955, pp. 120-129. 
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The staff report of the Senate Subcommittee on Labor reproduced United 
States Department of Labor data which showed the following distribution of 
hourly earnings for manufacturing industries. 

“In the Far West 1.8 percent are below $1; in the Middle West, 4.1 percent; 
in the Northeast, 8.0 percent; and in the South, 28.2 percent * * * Over one- 
fifth of all the workers covered by the act earn less than $1.25; in manufacur- 
ing, 22,4 percent of the production workers are below that rate. In nondurable 
goods industries the percentage increases to 35, and in the South exactly one-half 
of all production workers in manufacturing earn less than $1.25.” * [Italics 
added.] 

The United States Department of Labor study used in the staff report showed 
that 51 percent of the women employees in manufacuring industries in the 
United States had wage rates of less than $1.25 in April 1954; for the South the 
proportion was 76 percent.” 

According to the Census of Business, retail sores in the South in 1948 ac- 
counted for the following proportions of total retail stores, sales, employment, 
and payrolls. 


| | 
United South Percent of 
total 


Number of stores (thousands) --------- 
Goleta diate hn as Has de Piprine dae s stuns anens cane 
I a raat 

Paid employees (millions) 


5 Staff report to the Subcommittee on Labor of the Committee on Labor and Public Welfare, U. 8. Senate, 
on amendment of the Fair Labor Standards Act of 1938 as amended, Washington, D. C., 1955, p. 16. 

% U. 8. Department of Labor, U. S. Bureau of Labor Statistics, Factory Workers‘ Earnings, April 1954, 
Bulletin No. 1179, March 1955, p. 10. 
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These Southern States had 31.2 percent of the population (1954), 25.5 percent of 
the nonagricultural employment (1954), and 23.4 percent of income payments 
to individuals (1953), as compared with 28.5 percent of the retail stores (1948) ; 
they accounted for about one-quarter of the sales and of the total paid employees. 

Wages have been lower in the South than in other sections of the country for a 
number of reasons. These include the large supply of labor that could be drawn 
from a declining agricultural economy, the lower productivity of many southern 
industries because of the scarcity of capital, the types of industries which have 
developed in the South (for example, cotton, lumber, fertilizer, stone and clay, 
etc.), the fact that industrial development has lagged, and the relatively lower 
level of living costs. The combination of a large supply of unskilled or semiskilled 
labor and the shortage of capital provide the primary explanation for the lower 
level of wages. While some industrial firms using large quantities of machinery 
have eliminated the North-South differential that formerly prevailed (e. g., iron 
and steel industry), these companies provide only a small part of the employ- 
ment opportunities in the South. Retail wages are established within this lower 
wage framework in the South. So long as this situation continues, retail wages 
which are closely related to local conditions, will continue to be lower in the 
South than elsewhere. 

In light of the overwhelming evidence concerning the factors which determine 
the level of retail wages, it is difficult to understand how interstate chains affect 
interstate standards any more or any less than independent stores. Insofar as 
wage determination is concerned, for both chains and independents, local labor 
market conditions determine the wages they pay. These retail stores do not set 
the community standards; they operate within them. 


7. Why wages are lower in retailing 


Wages scales are lower in trade, agriculture, and the service industries, in gen- 
eral, than they are in manufacturing, construction and transportation. Simi- 
larly, within a major industrial group such as manufacturing, wages are higher 
in the automotive, aircraft and petroleum refining industries than in textiles, 
apparel and leather products. These differentials in wage scales have existed for 
many decades. Today, as in the past, buyers and sellers still make bargains in the 
labor market at various rates, rather than at a single rate, even for the same labor 
grade. 

Various economic factors have been singled out to explain why wage scales can 
be and are higher in some industries than in others. Professor Lester offers the 
following array : 

“Some industries have much higher wage scales (both for unskilled and skilled 
labor) than do other industries. In terms of both entrance rates for common 
labor and of average hourly earnings for all production workers, the following 
are high-wage industries not only in this country but also in Canada and Great 
Britain: petroleum refining, automobiles, railway equipment, chemicals, rubber 
tires and tubes, and aircraft. By the same token, wage scales are relatively low 
in such industries as tobacco, cotton textiles, leather and leather products, food 
preparation and canning, lumber, fertilizer and furniture. Statistical compari- 
sons indicate that an industry is likely to have relatively high average hourly earn- 
ings if (1) it has a large capital investment per worker; (2) labor costs are a 
low percentage of its total production costs; (3) employment in the industry has 
been expanding rapidly; (4) its productivity (output per worker) has been in- 
creasing more than the average for all industry; (5) the industry is highly union- 
ized ; and (6) its skill requirements are fairly high.” 

Retail trade would rank relatively low on most of the six factors, which are 
usually found to be associated closely with higher wage scales. While data are 
lacking or incomplete in some instances, a brief review of the available evidence 
clearly reveals why wage scales are relatively lower in retail trade. 

Lower capital investment per worker in retail trade.—Investment per worker 
in retailing is far lower than in manufacturing or other sectors with relatively 
high wage scales. The total capital invested in all manufacturing in 1948, for 
example, was $109 billion, or about $8,600 per production worker. In such lower- 
paid industries as leather, apparel, and furniture, it ranged between $3,200 to 
$3,900; for automobiles, iron and steel and rubber products, and other higher 
wage scale industries, assets per worker ranged from $8,000 to $9,000." 


™ Lester, op. cit., 57. 
The Conference Board, Economic Almanac, 1953-54, New York, 1954, p. 316. 
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Data for retailing may be derived by relating the estimates of capital invested 
in corporate retailing (Statistics of Income) to the corresponding number of 
corporate employees (as shown in the Census of Business). This yields about 
$5,100 per employee. (See table 29.) An average of $6,200 can be derived, using 
only full-time workers, but invested capital should be spread over all employees 
since stock, equipment, space, etc., must be adequate to meet peak seasonal or 
weekend volume as well as normal loads. 


TaBLe 29.—Capital invested per employee, corporate retailing, 1948 


Capital Total paid 
invested employees, Capital 
(millions workweek invested px 
of dollars ended nearest employee 
Nov. 15 


Total corporate retailing 3, 417, 350 
General merchandise group - .- ) } 1, 243, 00 
Food group . 1, 919 $41, 840 
Automotive dealers and filling stations 3,156 199, 667 


! Total assets less Government obligations and other investments 


Sources: U. 8. Department of Commerce, Bureau of the Census, United States Census of Business, 1948 
vol. I, Retail Trade—General Statistics, pt. 1, 1952, pp. 6.05-.07; U. 8. Treasury Department, Internal 
Revenue Service, Statistics of Income for 1948, pt. 2, 1953, pp. 138, 140, 


Even this average is not entirely adequate for the purposes at hand, since it 
embraces the substantially higher capital invested per employee of automotive 
dealers and filling stations. For the automotive group, assets per worker range 
as high as nearly $8,000. For the general merchandise group, the average is 
only about $4,800, while for food it is about $4,350. 

The National City Bank of New York attempted to determine capital in- 
vestment per employee for the Nation’s 100 largest companies in 1952. It found 
that capital investment among these giant firms averaged about $15,000 per em- 
ployee for the group as a whole. For the 15 wholesale and retail trade corpora- 
tions, the investment per job came to $8,000. 

But these figures alone do not tell the entire story. The industrial worker has 
available large masses of equipment and machinery. This machinery has made 
it possible for him to increase his output and productivity enormously. In 
turn, he is then able to obtain higher wages. Moreover, this capital equipment 
is being improved all the time. The retail trade employee does not have the 
same advantage. He is limited in his output potential as compared with the 
worker using machines. Capital investment in retail trade takes the form of in- 
ventories and space. While larger inventories may reduce the number of lost 
sales, this is a minor factor in comparison with the impact of capital equip- 
ment in industry. Such investments do not add significantly to the retail work 
er’s productivity and hence to his earnings potential. 

High percentage of labor costs to total costs in retailing.—Quite frequently 
wage costs in retailing are compared with sales, and the resulting ratio is 
then cited as evidence of the low labor cost characteristic of retailing. Witness 
the statement in the Department of Labor’s Materials that “In retail trade, 
the closest approximation of a labor-cost ratio is the relationship between pay- 
rolls and total sales. In 1948, the total payroll for retail stores of multiunit firms 
was equivalent to 12 percent of the total sales. The corresponding ratio for 
general merchandise stores was 14 percent. These figures are low compared to 
most of the manufacturing industries.” (KE, p. 16.) [Italics added.] 

Again at F, page 9, it is stated that “The retail payroll averages only 10 cents 
of each consumer retail dollar, a low ratio compared to other industries.” Here, 
however, the Bureau does immediately add the all-important qualification, “The 
cost of goods sold accounts for approximately 75 cents of every retail dollar 
spent, and is responsible for this low ratio.” [Italics added.] 

Retailing is the last step in the long cycle of extraction, production, trans 
portation, and distribution through whieh most goods pass before they reach 
the ultimate consumer. This means that much, if not most, of the final value 
of an end-product is already incorporated in a product when it enters retail 


* National City Bank of New York, Monthly Letter, July 1953, p. 82. 
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channels. And the retailer has available for allocation to employees, stock 
holders, rent, taxes, and other expenses only the differential between his income 
from sales and the cost of goods sold. As a result, the sales base is highly 
inappropriate as a measure against which labor costs can be set to determine the 
impact of change in wage scales in retailing—or to compare relative labor costs 
in retailing with manufacturing or other sectors of industry. 

Far more meaningful in determining the true labor content of retailing is the 
“value-added” or “income produced” approach. Here, labor costs are related 
to the net value added to goods by the retailing process itself. These relative 
costs can then be contrasted with similar value-added data for other industries 
to determine whether or not retailing labor costs form a high or low percentage 
of true production costs. 

Using data contained in the national income accounts the net value added to 
production by the retailing industry can be measured by summing payments to 
the various factors of production in that industry (so-called factor costs). This 
is shown in table 30. 


TABLE 30.—Income originating in retail trade and automobiie service, 1952? 


Millions 

of dollars 

OE | I i ins til nc bissints stiri vgs alee merericrarepeicegeg AE 
Income of unincorporated enterprises................................ 9, 868 
Unincorporated inventory valuation adjustment 150 
Corporate profits before taxes ay A vy 
Corporate inventory valuation adjustment_........._.._---------.---~- 115 
Net interest 17 


Total income originating in retailing 34, 967 


Directly identifiable labor costs in 1952 accounted for about $5 of every $8 
of net income produced by the retailing industry. This is, indeed, a striking con- 
trast to the quick dismissal of retailing labor costs implied in the statistic that 
retail payroll averages only 10 cents of each consumer retail dollar. And this 
more meaningful measure of retail labor costs has been rising steadily since the 
war’s end: 1946, 55.3 percent; 1949, 61.3 percent; 1950, 62.0 percent; 1951, 62.7 
percent; 1952, 62.0 percent; 1953, 63.8 percent (based on revised data).” The 
comparable prewar figure (1939), however, was 64.8 percent. 

In any comparison with other industries, the error is further compounded 
if it is not recognized that even this figure does not include the full measure of 
labor costs, since the labor compensation of the owner-proprietor is excluded 
from total employee compensation. Such compensation appears as part of the 
income of unincorporated enterprises which in 1952 aggregated nearly $10 bil- 
lion of the $35 billion of total income originating in retailing. In contrast, en- 
trepreneurial income in manufacturing, which is preponderantly corporate in 
character, totaled only about $1 billion out of the nearly $90 billion produced 
in manufacturing." 

Entrepreneurial income is a compound of payments: It includes, where earned, 
a return on the investment of the owner-proprietor as well as compensation for 
his own labor and for that of the members of his family. Most students of 
national income accounting are inclined to view entrepreneurial income far 
more as a payment for labor than as payment for the use of capital. The small- 
scale character of much of noncorporate retailing suggests that most of the net 
income of such enterprises could safely be assigned to labor costs. Thus, in 
1948 the roughly 1% million individual proprietorships reported by the Bureau of 


1 Data on specific factor payments in retailing are not available for 1953 but are instead 
combined with data for wholesale trade in National Income Supplement, 1954, pp. 176-179. 
Revised and comparable data for 1952-53 in millions of dollars are: total income originat- 
ing, 1952, 34,157: 1958, 35,212; and employee compensation, 21,194, 22,452, respectively. 

©U. 5% pponertmant of Commerce National Income Supplement, 1954, tables 13 and 14, 
pp. 176-179. 

“ Survey of Current Business, July 1953, pp. 17-18. 
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ho Census had sales of about $45 billion. This would yield average sales of about 

<36.500, Were the owner and his unpaid family help to impute their salaries 
at prevailing rates, there would be little net payment for capital remaining on 
-nnual sales of that amount. Certainly most of the retail units with no paid 
employees—or even wih 1 or 2—are by their very size of the type in which any 
‘rue accounting would reveal that virtually all “net” income was labor in 
character. 

in 1952, the National Income Supplement (1953) revealed about 2 million 
active proprietors in retailing. The net income of all unincorporated retail enter 
prises Was somewhat less than $10 billion. This would yield an average income 
of only $5,000 per active proprietor. Including the services rendered by other 
members of his family and the lengthy hours required of most proprietors of 
small stores, this does not seem to leave much for “payment on capital.” 

\llowance for labor costs of the owner-enterprises, therefore, significantly 
conditions any comparison of retailing, particularly with other sectors heavily 
corporate in character. The more heavily corporate in character, the more labor 
costs appear as employee compensation rather than entrepreneurial income 
Labor costs in retailing plus the income of unincorporated enterprises totaled 
&31.8 billion in 1952. This was equivalent to 90.9 percent of all income originat 
ing in retailing. For manufacturing, in contrast, compensation of employees 
accounted for 75.2 percent of total income originating; entrepreneurial income 
3 percent; total employee compensation and entrepreneurial income was 78.2 
percent. It is clear that even if only part of the entrepreneurial income is con- 
sidered as labor income, labor costs in retailing are higher than in manufacturing 

Professor Abersold has summarized the relationship between the level of wage 
costs and hourly wages as follows: 

“Wage levels resulting from multiemployer bargaining are also affected to a 
certain extent by the relationship of labor costs to total costs, Those industries 
in which labor costs are low in comparison to the value added by manufacture 
or to the selling price of their product are better able to stand higher wage levels 
hecause of the relatively small effect that such wage costs will have on their total 
costs and upon their earnings position. This is borne out by a recent National 
Industrial Conference Board study.” The chemical, oil, automotive, news and 
magazine printing industries illustrate its application. It would appear also 


that such industries would not need to lower wage levels as much during periods 


of business depression because they can obtain only moderate reductions in over 
all costs by such action. There is some tendency for industries in which labor 
costs are high in comparison to the value added by manufacture or to the selling 
price of their product, to pay lower hourly wages.” 
tries are examples.” [Italics added.]} 

In summary, then, labor costs are indeed high in retailing when viewed rela- 
tive to what the retailer had left to dispose of, after meeting his cost of goods 
sold. Including allowance for the labor services of noncorporate owner-enter- 
prises labor costs in retailing are significantly higher than in manufacturing and 
most other sectors of industry. Its higher labor costs as a percentage of the 
income it produces is therefore a second reason why wage scales in retailing are 
relatively low. 

The trend in retail employment has been similar to the national total.—Em- 
ployment in retail trade is almost 14% million greater than it was at the end of 
World War II and nearly 3 million more than in 1989. On a relative basis— 
and this is the important criterion for this analysis—the proportion of paid em- 
ployees in retailing to total civilian nonagricultural employment (BLS data) 
is virtually the same as it was 5 years ago or pre-World War II. As shown in 
table 31, paid employees in retail trade comprises 16.0 percent of total civilian 


nonagricultural employment in 1954, 16.1 percent in 1949, and the same proportion 
in 1939. 


The shoe and textile indus 


_“@Jules Backman and M. R. Gainsbrugh, Behavior of Wages, 
ceeneuaee No. 15, National Industrial Conference Board, 1948, p. 47. 
-, p. 52. 


“John R. Abersold, Problems of Hourly Rate Uniformity, University of Pennsylvania 
Press, 1949, p. 9. 


Studies in Business 
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TTABL 31.—Employment in retail trade selected years, 1939-54 


Retail trac: 
Total |} @8 Percent 
civilian non- Retail of total 
agricultural | trade ! civilian nor 
employment ! | agricultural 
employment 


| Thousands Thousands 
1939 : 4 30, 311 4, 800 
1046 sae 41, 287 6, 365 
lyay wees ae 43, 315 6, 075 
1950 44, 738 | 7,074 
1951 47, 347 7, 352 | 
1952 ; % ~e mes ; » 48, 303 7, 537 
1953 : oe 49, 681 7,744 
1954 aeicodbesl 48, 285 7, 702 


_ - - 


! Excludes proprietors, idsdeanthiiii: unpaid family workers, domestics, etc. 


Sources: U. 8, Department of Labor, Bureau of Labor Statistics, Employment and Earnings, May 195s, 
pp. 49, 54; U. 8. Department of Labor, Bureau of Labor Statistics, Employment, Hours and Earnings in 
Retail Trade, 1939-50, pp. 1, 3. 


Similar data for trade, including the self-employed and unpaid family workers, 
are not available on an annual basis. The data contained in table 32 are derived 
from the decennial census of occupations. They show that for retail trade, the 
ratio was 17.4 percent in each census. Here, again, therefore, we find that the 
rise in retailing employment has been the same as that for the national econom) 
as a whole. In terms of the increase in labor requirements, therefore, there has 
been little difference between retail trade and the balance of the economy during 
the past 15 years. 


TABLE 32.—Total employment in trade, 1940 and 1950* 


| 

As percent of tota 

| civilian nonagricul- 

a tural employment 
1950 


1940 1950 


Thousands | Thousands 

Total civilian nonagricultural employed M “o 36, 392 49, 234 100. 0 

Employed in trade.-....-........-.-.. wa 7, 546 10, 548 20.7 
SII eine erintinciartiathmetiadiatiael : 1, 205 1, 975 3.3 
Retail___- ; aoe : : ceaaa 6, 341 8, 571 17.4 


| 
| 


! Includes proprietors, dete ed, unpaid family workers, etc. 


Source: U. 8. Department of Commerce, Bureau of the Census, Census of Population: 1950. vol. II- 
pt. 1, Washington 1953, pp. 1-103, 1-104. 


Retail trade productivity has lagged sharply behind gains for the national 
economy.—Productivity data for retailing are virtually nonexistent. A rough 
approximation has been attempted by R. R. Griffin for the period 1900-40." Grif- 
fin found that output per persen in trade was some 50 percent greater in 1940 
than in 1900. On a compound interest basis, this would yield an annual incre- 
ment of 1.02 percent per person employed. The rate would be somewhat higher 
for output per man-hour, since allowance must also be made for the shortening 
of the workweek over these four decades. Even after such correction, however, 
the rate of increase of productivity in trade is substantially lower than that for 
other sectors of the economy characterized by higher wage scales. Fabricant 
found the rate of increase for manufacturing over the same period to be just 
under 3 percent. For the national economy, Kendrick found the annual incre- 
ment in productivity to be roughly about 2 percent. 

Griffin’s findings were challenged by Reavis Cox™ and others, but no alterna- 
tive measures have been supplied. 


®R. R. Griffin, Changing = > oe Person Employed in Trade, 1900-40, The Journal 
of Marketing, October sa pp 42-24 

* Reavis Cox, The Meaning and amttnnns of Productivity in Distribution, The 
Journal of Marketing, April 1948, pp. 435-436. 
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A rough approximation of the relatively low productivity per employee in trade 
is presented below. The income originating in trade, as estimated in the national 
income accounts, has been matched against the total number of full-time em- 
ployees in trade, including entrepreneurs. This income produced per person en- 
gaged in trade is then compared with corresponding estimates for other sectors 
of the economy. This comparison makes no allowance for the longer workweek 
prevailing in trade than in many other industries. In 1954, for example, hours 
worked in all nonfarm industries and in trade were as follows 


All nonfarn 
Number of hours ndusi ries 


Under #4 

35 to 39 

# id bnde 
4] and over......... 


Source: Annual] Report on the Labor Force, 1954, p. 29. 


As a result, productivity per man-hour would be significantly lower, on a 
relative basis, than in the per-person-employed comparison. 

Arrayed in descendirg order, the relative income produced per person engaged 
in 1953 by major industries was as follows: 


Finance, insurance, and real estate__._._.._...__ . $11, 922 
Communication and public utilities__._.....___- es. 7, 287 
Mining ; pada 6, 195 
Manufacturing : &. : 5, 589 
Transportation é Dh, 412 
Trade ‘ ; eee 4,344 
Contract construction . 4, 185 
Services Stee siaeestnacol 3, 544 


Income produced per trade employee (including entrepreneurs) was lower than 
in any othe major industrial group, excepting only contract construction and 
the service irdustries. Using these figures as a rough measure of productivity 
per person engaged, productivity in trade was nearly a fourth lower than an 
manufacturing. Income produced per man-hour would yndoubtedly reveal an 
even wider spread, because of the longer workweek in retail trade. It would 
be expected, therefore, that hourly wages in retail trade also would be sharply 
lower than in manufacturing industries. 

The high figure for the finance, insurance, and real estate group is due to the 
irclusion in that group of rental income of persons, including computed rentals 
of owner-occupied homes. Eliminating rental income of persons would reduce 
the income produced per employee in this group to about $7,900 in 1953. 

In the main, the income produced per employee is highest in the industries 
where capital investment per employee is greatest: Real estate, public utilities, 
mining, and manufacturing. It is significantly lower in trade and services, where 
opportunities are limited to lengthen the arm of the worker through providing 
more tool power. 

Through this approach it is also possible to portray, again in broad, rough 
strokes, the relatively more rapid increase in productivity in manufacturing 
than in trade. Income produced per employee in manufacturing was nearly 
215 percent greater in 1953 than in 1939. (No attempt is made in these figures to 
remove the influence of price change or product mix.) For trade, the correspond- 
ing gain was about 192 percent. Since the war's end, the rise has been even more 
marked for manufacturing. It boosted its income per employee from 1946 to 
1953 by about 70 percent. Income origination in trade per employee rose by little 
more than 30 percent. 

It is probable that productivity has increased to some extent in trade. The 
development of supermarkets, the growth of large shopping centers and the 
mechanization of handling and transportation within the entire system of dis- 
tribution, have undoubtedly contributed toward greater efficiency. But econo- 
mies of scale are difficult to achieve where convenience and service play important 
roles as they do in trade. Thus, while productivity has undoubtedly increased 
in trade, the limited data available lend support to the thesis that productivity 


78155—56——- 48 
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has increased at a significantly lower rate in trade than in manufacturing ani 
other sectors of the economy characterized by relatively higher wage scales. 

Relatively lower skills (and younger age) in retailing.—Perhaps as significant 
factor as any yet enumerated in this analysis of the relatively lower wage scales 
of retailing is the high percentage of younger workers it employs. (See sec, 5.) 
This in turn, reflects the unskilled or low-skilled characteristic of much of the 
labor force engaged in retailing. Meivin Rothbaum and Harold G. Ross account 
for this low-skill, young age aspect of retailing as follows: 

“Such groups as wholesale and reiail trade, laundries, and hotels have a num- 
ber of interrelated labor force characteristics that may lead to diversity (in 
wages). They employ large numbers of women and minority groups, both of 
which have high turnover rates. In addition, these industries tend to be intra- 
state and, therefore, not subject to the Federal Minimum Wage Act. Thus, we 
have industries that legally can and do pay low rates, using as their unskilled 
labor force many people who are unemployable in manufacturing (because of 
age, disability, turnover characteristics, and minority-group discrimination) ex- 
cept in peak employment periods. Finally, they may provide both a starting 
point for young people just entering the labor force but who have no intention of 
staying in the service and trade industries, and a dumping ground for manufac. 
turing unskilled labor when there is unemployment * * *”" [Italics added.) 

The situation in retailing in connection with degrees of skills required appears 
to be markedly different from that in the high wage industries. The large pro- 
portion of relatively unskilled workers, who are the lower paid workers, neces 
sarily pulls down the average wage reported for retail trade. The employment 
of 2 large number of part-time workers, who tend to be paid the starting wage, 
has a similar effect on the reported average hourly earnings. Despite these fig- 
ures, there are many well paying jobs in retailing. Retailers must compete with 
other industries for skilled employees and must pay wages which will attract 
such workers. Nevertheless, there is a high proportion of workers in retailing 
who receive the lower wage scales because of the small amount of skill required 
on their jobs. 

The relatively small amount of unionization and the reasons for it were dis 
cussed earlier (sec. 5) and need not be repeated here. 

From the survey of the six factors which characterize high wage industries, 
it seems clear that these characteristics are not generally present in retail trade. 
Relatively lower capital investment per worker, and particularly the difference 
in the use of capital, relatively higher labor costs, relatively small changes in 
productivity and relatively low skill requirements—these factors distinguish 
retailing from high-wage industries. 


8. Labor costs as percent of sales—Large stores often have same or relatively 
higher labor costs 

The Department of Labor Materials includes a tabulation (E, p, 17) showing 
“retail payrolls in stores of multiunit firms as a percent of retail sales in those 
stores, by kind of business, United States, 1948.” It is stated that this table 
shows “* * * payrolls in large retail stores * * * as a percent of retail sales in 
1948” (BE, p. 16). An examination of the data contained in the Census of 
Business reveals that the data shown in the table covers all firms which have 
two or more stores. As is noted in an earlier section, many of the stores in a 
muitiunit chain are not large stores. It is inaccurate, therefore, to describe 
the data as representing the relative importance of wage costs for “large retail! 
stores.” In fact, the ratio of 12 percent shown in the table for all retail trade, 
except eating and drinking places, is not much different from that shown by the 
United States Department of Commerce for all retail trade (12.6 percent). At 
F. page 9, it is stated that the “retail payroll averages only 10 cents of each con- 
sumer retail dollar.” The meaning of this figure is not clear; it is out of line 
with the total shown for all retailing by the United States Department of 
Commerce. 

Labor costs vary by lines.—There are wide variations in the relative propor- 
tions of payroll costs to total sales among retail lines. Payroll costs include 
management salaries as well as employees’ wages. Table 33 hows that in only 
4 out of 38 retail lines was the proportion below 10 percent—and these are the 
same lines with low gross margins. Seventeen lines had payroll costs which 


© Melvin Rothbaum and Harold G. Ross, Interoccupational Wage Diversity, Industrial 
and Labor Relations Review, April 1954, pp. 878-379. 
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ranged between 15 and 20 percent of total sales. These included variety stores, 
department stores, dry goods and general merchandise stores, hardware stores, 
nd men’s and women’s clothing and accessory stores. Average figures for all 
retail trade must be used with great care under these conditions. A study of 
table 33 will also show that payrolls account for varying proportions of the 
gross margin out of which they must be paid. As a result, wage adjustments fall 
with varying impact upon different retail lines. 

These same studies show that individual lines of retail stores have markedly 
different characteristics within the framework of their essentially local nature. 
Table 33 reproduces several key operating ratios for the 33 lines of retail trade. 
The data cover the latest years for which data are available between 1949 and 
1953. Some branches of retailing are characterized by relatively low gross mar- 
gins and rapid turnover (for example, meat markets, groceries), while others 
must operate on large margins because turnover is small (for example, jewelry 
stores, furniture stores, shoe stores). For 3 categories of retailing the gross mar- 
gin exceeds 40 percent (jewelry stores, restaurants, bars, and taverns) while 
for 5 categories, the gross margin was less than 20 percent (farm equipment 
dealers, farm supply stores, grocery stores, grocery and meat stores, meat 
markets). 


TABLE 33.—Selected operating ratios for 33 lines of retail trade ( percent of sales) 


Cost of Inventory 
goods Pavrolls turnover 
sold : } per year 

(times) 


\ppliance-radio-television dealers -- - - 1953 
\uto accessory and parts stores 1949 
Bars and taverns -- wel , 1953 
Camera and photographic supply stores. - 1949 
Children’s and infants’ wear stores - - - 1950 
Department stores ? 1953 
Drugstores ‘ 1953 
Drygoods and general merchandise stores 1949 
Family clothing stores__- 1951 
Farm equipment dealers ‘ 1953 
Farm supply stores__. 1951 
Furniture stores ? | 1953 
(tasoline service stations 1941 
Gift, novelty, and souvenir stores 1951 
(rocery stores_- 1952 
irocery and meat stores 1950 
Hardware stores. . 1953 
lewelry stores: 
Primarily cash and open credit 1953 
Primarily installment credit_- 1953 
Liquor stores (package) 1950 
Lumber and building material dealers 1950 
Meat markets. a ; 1949 
Men's furnishings stores ‘ 1952 
Men’s wear stores -_- . 1953 
Office supply and equipment dealers 1953 4 
Paint and wallpaper stores. - - .--- 1950 68 
Restaurants --. a 1950 52 
Shoe stores (family) - - -- 1953 62. § 
Sporting goods stores -- | 1950 68. ! 
Variety chainstores_- 1953 62.4 
Women’s accessory and specialty stores___- 1949 67 
Women’s ready-to-wear stores 1953 67 


Women’s wear stores ?___- : ; ; | 1953 65. 6 
| 


NBWOWnwwo 


© 


Inventory turnover has been computed by dividing inventory into cost of goods sold 
2 Ratios shown are for stores in the following volume groups: Department stores with annual sales vo! 
ume under $250,000; furniture stores between $200,000 and $350,000; women’s wear stores, under $1 million 
+ Not available. 


Source: Dun & Bradstreet, operating ratios for 33 lines of retail trade, September 1954. 


Labor costs by size of store —Table 34 shows the Census data by stores with 
varying numbers of employees. It will be noted that the larger the store, on 
this basis, the higher the relative importance of payroll costs. However, the 
tigures for stores with fewer than six employees do not present a fair picture of 
labor costs because of the relatively large proportion of unpaid family workers 
and proprietors. Nevertheless, there appears to be a tendency for labor costs 
already to be higher for the larger stores. 
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TaB.e 34.-—Relationship of payrolls to sales by employee size, 1948 
[Millions of dollars] 


Number of paid employees Sales |} Payroll | Ratio 


0 s + suai 7 | 11, 142 76 
hs ai ; = job spedeetebend 9, 021 414 
2 nei ’ foal iain awe ° 9, 811 os4 
| he ne em : ai palais 8, 927 | 750 | 8. 
4 or 5__- As ae : = é 13, 721 1, 326 | y 
seied seen be nhii-chnadshtab ot 10, 305 1, 104 | 10.7 
I etiiesetiem dean aie er tile e anil 6, 856 773 | 11.3 
10 to 19... ; bd pamendednk¢eboutas 19, 009 2, 303 | 12.1 
2 to 49... bedcadebu bbabagbduadbebia be whbihid 18, 709 2, 480 13 
e , 7, 848 | 1,178 | 15. 
15, 083 | 2, 481 16.4 
130, 521 | 13, 568 | 10.4 
' 


Source: U. 8. Department of Commerce, Bureau of the Census, United States Census of Business, 1948 
vol. I, Retail Trade, General Statistics, pt. 1, Washington, 1952, pp. 4.02-4.07. 


Data are also available for department stores and specialty stores by size of 
store. Table 35 shows the relative importance of payrolls, gross margins, 
and total expenses for department stores in 1954. There is little difference in 
relative payroll costs among the stores of different sizes. Payrolls plus pensions 
and retirement allowances accounted for between 18.2 and 19.4 percent of total 
sales. Smaller and large department stores had similar employment costs. 
Total expenses, however, were moderately lower for department stores with sales 
of less than $500,000 than for the large stores. For the smaller stores, the aver- 
age expense ratio was about 32 percent as compared with 34 percent for the 
larger stores. Gross margins followed a similar tendency, with an average of 
about 36 percent for the larger department stores as compared with 32 to 33 per- 
cent for those with a volume of less than $500,000. 


TABLE 35.—Selected operating ratios of department stores by volumes of sales, 
1954 





| Percent of net sales 


Number of | | 
Total net sales (thousands of dollars) reporting Payroll plus 
firms Gross Total pensions and 
margin expense retirement 
allowance 


§ aiiencdciabtliieneentdihendislie’ Rei nsiiliadhette ies ita re oe 


i 

a Sh oot ioc ReR aan ecceul 41 31.7 : 18.5 
SED kc ak dieias «dab dedebinunedabiendcunnm sail 31 33.4 19.0 
500 to 1,000_____. 36 34.8 . 19.4 
1,000 to 2,000_....-- 42 35. 5 34. 19.4 
2,000 to 5,000_.__.---_-.. 5 58 36.3 33. 18. 6 
5,000 to 10,000 52 35.9 

10,000 to 20,000 ‘ 45 35.8 33. ‘ 
20,000 to 50,000... amet 42 36. 4 3A. 18.9 
50,000 or more_.__- i 21 36. 6 33. 18.3 


Source: Malcolm P. MeNair, Operating Results of Department and Specialty Stores in 1954, selected 
tables from Bulletin No. 143, Harvard University Graduate School of Business Administration, May 1955, 
table 4. 


A similar pattern is shown in table 36 for specialty stores. For this group, 
payroll costs and total expenses tended to be lower for the stores with total! 
net sales of less than $500,000; the difference is particularly marked for stores 
with sales of less than $250,000. 
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lanLe 36.—Selected operating ratios of specialty stores by volume of sales, 1954 


Number of 
Total net sales (thousands of dollars reporting 


firms 


Less than 250....- . ‘ 29 

25) to 500 eile ‘ see 15 

S10 to 1,000 . 15 

1,000 to 5,000... ; 19 37. 2 
000 or more .. | 15 37.8 


| 


Source: Malcolm P. McNair, Operating Results of Department and Specialty St elected 
tables from bulletin No. 143, Harvard University Graduate School of Business Administration, May 
055, table 5. 


Actions designed to give different treatment in connection with minimum wages 
to the stores with sales above $500,000 annually would raise the costs of those 
stores which already have relatively the highest total expenses. This would soon 
be followed by wage adjustments among the smaller stores because of the im- 
portance of community wage levels in retail wage determination. 

Labor costs over period of time.—Table 37 shows the relationship between 
compensation of employees, including and excluding wage supplements, and total 
sales for selected years since 1929. Over the years, the ratio has moved within 
a range of 12.3 to 14 percent. In other words, there has been little change in the 
relative importance of employee compensation during this entire period, although 
it is moderately higher than it was a quarter of a century ago. 


TasLe 37.—Relationship of wages and salaries and compensation of employees 
to retail sales, 1929, 1933, 1935-53 


| Compensa- 


| | Wages and tion of 
| Retail sales | salaries | employees, | 
(billions of | (billions of Percent including Percent 


| (billions of 


dollars) | dollars) supplements 
| dollars) 


ee ee 
NWNWNWMNNN— i tb Nh HN SH te 


coue-+1 0 


1951 
Series: 

1951 

1962... 


ormnmes 


we 


Sources: U. 8. Department of Commerce, Survey of Current Business, November 1943, p. 7; October 
1951, p. 20; September 1952, p. 17; February 1955, p. 25; U. 8. Department of Commerce, National Income, 
1954 edition, pp. 178-181. 
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Table 38 shows the trend of payrolls as a percent of sales from 1939 throug) 
1953 for variety chains and department stores. These data are taken from the 
studies prepared annually by the Harvard Business School. The variety chains 
data are divided into regional chains and national chains. This table shows 
that there has been a rise in the relative importance of payrolls for each of the 
categories of variety chains since 1939. There is also a continuous series for 14 
chains shown in the table. For this group, the payroll cost has risen from 147 
percent of sales in 1989 and 1940 to 18.7 percent in 1953. A similar rise is shown 
for the other 2 categories of chains. It is also interesting to note that the rela 
tive importance of wage costs does not vary significantly among the chains of 
different size. In 1953, for example, the regional chains had a payroll cost of 
19.4 percent, while the national chains had a payroll cost of 18.6 percent. 


TABLE 38.—Payrolls as percent of sales, limited price variety chains and 
department stores, 1939-54 


| il regional 9 national Department 

14 chains chains, sales | chains, sales | stores (349 | 
$2 million to | $50 million 428 firms 
$50 million and up 


j 
| 


1939 17. 
1940 | 14.7 | 16. 
1941 14.8 17. 
1942 15.0 | 16. 
1943 15. : 17. 
1944 15, 17. 
1945 15. 17. 
1946 15. 17. 
1947 : 18. 
1948 | 16. 6 18. 
1949 | 17. 3 19 


14. 
14. 
14 

14. 
14. 
14. 
16 

15. 
16. 


LON De Oow 


2b 


1950 17.3 | 18. 

1951 17. 18. 

1952 18. 19. 18.2 

1953 ; | 18. 18. 4 

1954__ E cheskmsninantinpaiimlinns cumibnmmnen 18. 2 
| 


—coocwe- S&S We COT to 
ar 


= 
o 





Sources: Lawrence R. Robinson, Operating Results of Limited Price Variety Chains in 1953, Harvard 
Business School, July 1954, pp. 14, 16-17; E. R. Barlow, Operating Results of Limited Price Variety Chains 
in 1951, Harvard Business School, August 1952, p. 15; Malcolm P. McNair, Operating Results of Depart 
ment and Specialty Stores in 1953, Harvard Business School, June 1954, p. 4. Milton P. Brown, Operating 
Results of Department and Specialty Stores in 1945, Harvard Business School, August 1946, p. 3; Malcoln 
P. MeNair, Operating Results of Department and Specialty Stores in 1954, Harvard Business School, 
May 1955, table 2. 


For department stores, the relative importance of payrolls declined during 
the war years as various services were curtailed. The decline was from 17.8 
percent of sales in 1939, to 15.0 percent of sales in 1944. Since the latter year, 
there has been a fairly steady rise in relative wage costs. In 1953, the total of 
18.4 percent set a new record high. It is also of interest to note that the ratio 
for leading department stores in 1953 was only moderately different from that 
for the chain stores in that year. 

One other experience is of interest in connection with this table. In 1948, the 
relative importance of wage costs for these larger variety chains ranged from 
16.6 to 18.3 percent, as compared with the 15 percent shown on the basis of Census 
Bureau data. Similarly, for department stores, the Harvard Business School 
study showed a payroll cost of 17.3 percent as compared with 15 percent re- 
ported by the Bureau of Census for all firms with 2 or more stores. The 
Harvard Business School data probably give a better picture of the relative cost 
for larger firms (although not necessarily the larger stores in all cases) than do 
the data reproduced on E, page 17 of the Department of Labor Materials. 

In connection with these data, it should be noted that the total payrolls do not 
reflect the entire employment costs of these companies. For example, the de 
partment store group had pensions and retirement allowances ranging from 
0.15 percent in the $1 million to $2 million sales group to 0.5 percent in the group 
with sales of $50 million or more. Similarly, payroll taxes for unemployment ia- 
surance and for old-age security are not included in the total payroll data. The 
inclusion of these items would raise the total employment cost of these firms 
moderately. Similar factors affect the data for variety chains. 

Perhaps a more significant comparison is the relationship between the total 
payroll and the gross margin, the difference between the selling price and the 
a or sold. Table 30 shows these relationships annually for the period 
1939-53. 
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ranLe 39.—Relationship of total payroll to gross margin for department and 
variety stores, 1939-53 


[Percent] 


Departmen 
stores 


48. 3 
47.5 
45 : 
43. : 
oth 
39 
41 
44. 
47.6 
4s. 6 
50. § 
48.2 
OD 
OD 
50.7 


Sources: Lawrence R. Robinson, Operating Results of Limited Price Variety Chains in 1953, Harvard 
Business School, July 1954, pp. 14, 16, 17; E. R. Barlow, Operating Results of Limited Price Variety Chains 
n 1951, Harvard Business School, August 1952, p. 15; Malcolm P. McNair, Onerating Results of Depart 
ment and Specialty Stores in 1953, Harvard Business School, June 1954, p. 4; Milton P. Brown, Operating 
Results of Department and Specialty Stores in 1945, Harvard Business School, August 1946, p. 3 


The relations in 1939 and 1953 for each category were as follows: 


| Department 
stores 


| } 
14 chains 9 national 


j chains 


1989 


Gross margin (percent of sales) 
Total payroll (percent of sales) 
Payroll to gross margin-. 


1958 


Gross margin (percent of sales) 
otal payroll (percent of sales) 


Payroll to gross margin __- . 


For department stores, the gross margin was 36.3 percent in 1953, as compared 
with 36.9 percent in 1939. Since payrolls increased in relative importance during 
this period, the ratio rose from 48.2 to 50.7 percent. 

Similarly, there has been a sharp rise in the relative size of payrolls for variety 
stores. For the 14 chains, payrolls were 41.8 percent of the gross margin in 1939 
and almost 50 percent in 1953; a similar increase was recorded for the 9 national 
chains. This sharp rise took place despite the increase in the gross margin by 2.4 
percentage points (35.2 to 37.6 percent) for the 14 chains, and 1.7 percentage 
points (36 to 37.7 percent) for the national chains. 

These comparisons show clearly that labor costs of department stores and 
variety chains have been accounting for a growing share of total sales and of gross 
margins during the past 15 years. 


APPENDIX A 


BASES OF COVERAGE OF STATE MINIMUM WAGE LAWS 


In 1937 the Supreme Court in the case of West Coast Hotel v. Parrish, reversed 
its previous decisions and declared the Washington State minimum wage law con- 
stitutional. The Court noted as follows: 

“The minimum wage to be paid * * * is fixed after full consideration by rep- 
resentatives of employers, employees and the public. It may be assumed that 
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the minimum wage is fixed in consideration of the services that are performed 
in the particular occupations under normal conditions. 

“There is an additional and compelling consideration which recent economic 
experience has brought into a strong light. The exploitation of a class of work. 
ers who are in an unequal position * * * is not only detrimental to their health 
and well-being but casts a direct burden for their support upon the community. 
What these workers lose in wages the taxpayers are called upon to pay. The 
bare cost of living must be met.” 

Therefore, most State minimum wage laws have incorporated in them a cost 
of living concept and the principle of a return for the services rendered. 

The Women’s Bureau of the United States Department of Labor in 1953 ana- 
lyzed State minimum wage laws and orders in its bulletin 247. Supplements 
have been issued dated July 1, 1954, and May 1, 1955. 

Following is a digest of the principal characteristics of State minimum wage 
laws as found in bulletin 247 of the Women’s Bureau and supplements: 

1. In general the minimum wages are fixed by the wage order of some admin- 
istrative authority in the State, e. g., industrial commissioner, labor commis- 
sioner, minimum wage and industrial safety board, department of labor, com- 
missioner or director of industrial relations, etc. The administrative authority 
is usually assisted by an advisory wage board. (See U. 8S. Department of Labor, 
Women’s Bureau, State Minimum Wage Laws and Orders, July 1, 1942—March 
1, 1953, bulletin 247, Washington, 1953, tables facing p. 84.) 

2. In general, minimum wages are fixed by the States, occupation by occupation 
(tables facing p. 84 and supplements dated July 1, 1954, and May 1, 1955). 

3. Frequently different wage rates are fixed by size of the locality in the State 
or Territory—the more populous the locality, the higher the wage rate, e. g., 
Colorado, Hawaii, Kentucky, Minnesota, New Jersey, New York, Ohio, Puerto 
Rico, South Dakota, Utah, and Wisconsin (pp. 21, 28, 34, 39, 40, 50-51, 57, 63, 64, 
71; July 1, 1954, supplement, pp. 4, 12-13, 18-19, 30; May 1, 1955, supplement, pp. 
5-6, 17). 

The theory with respect to having different wage rates in different communi- 
ties is that since the wage orders issued by the various commissions are based 
upon the cost of living, and since this cost varies from place to place within a 
State, the minimum wage rates in the different places should vary accordingly. 

4. In general, different wage rates are fixed for inexperienced employees 
(learners and apprentices) than for experienced ones (pp. 16 et seq. and the 
supplements). 

5. Frequently different wage rates are fixed for minors than for adults, e. ¢g., 
District of Columbia, Minnesota, Nevada, New Jersey, Oregon, Puerto Rico, 
Rhode Island, Utah, and Washington (pp. 34-35, 39, 53, 57, 68, 67, 69; July 1, 1954, 
supplement, pp. 1, 13; May 1, 1955, supplement, pp. 8, 17). 

6. Commonly the State laws apply only to women and minors. Of the ap- 
proximately 32 States and Territories and the District of Columbia having mini- 
mum wage laws, only the laws of Connecticut, New York, Idaho, Rhode Island, 
Massachusetts, New Hampshire, New Mexico, Puérto Rico, and Hawaii, apply to 
men as well as Women and minors (tables facing p. 84 and supplements). 

7. Frequently a different and higher rate per hour is imposed when full- 
time work is not provided, e. g., laws of Arizona, Connecticut, District of Colum- 
bia, Massachusetts, New York, North Dakota, Ohio, Pennsylvania, Rhode Island, 
and Utah (pp. 16, 23, 24, 32, 40, 50, 55, 64; July 1, 1954, supplement, pp. 1, 27). 

8. Different wage rates are frequently prescribed for employees who receive 
services supplied by the employer, e. g., board and lodging, than for those who do 
not. This is usually done by allowing employers to make deductions for such 
items from wages, but sometimes it is done by simply fixing a lower minimum 
(p. 14; July 1, 1954, supplement, pp. 4, 9-10, 14, 16, 20, 27, 29, 30; May 1, 1955, 
supplement, pp. 4, 7, 8, 18, 29; see also U. S. Department of Labor, Women’s 
Bureau, State Minimum-Wage Order Provisions Affecting Working Conditions, 
July 1, 1942, to September 15, 1958, Publication D—67, pp. 1, 3, 8, 17, 20, 30, 34, 39, 
D2, 55, 57, 60, 74). Among the States and Territories which provide these differ- 
entials in connection with the furnishing of board and lodging are Arizona, 
California, Connecticut, Hawaii, Idaho, Kentucky, Massachusetts, Nevada, New 
Hampshire, New Jersey, New York, Oregon, Pennsylvania, Puerto Rico, Rhode 
Island, Utah, and Wisconsin. 

9. In several of the States the law requires that in fixing the minimum wage 
for a particular occupation the wage board or commission shall or may take into 
consideration wages paid in the State for like or comparable work by employers 
voluntarily maintaining minimum fair wage standards, e. g., Arizona, Connecti- 
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eut, Illinois, Kentucky, Maine, Massachusetts, New Hampshire, New Jerse 
Ohio, and Pennsylvania. Rhode Island's law says that the board way take int 
consideration in addition the wages paid in Rhode Island and other States for 
like or comparable work by employers voluntarily maintaining minimum fai: 
wage standards. New York's law says simply that the board or commission 
may take into consideration wages paid in New York for like or comparablk 
work (tables facing p. 84). 
APpPENDIx B 


RETAIL TRADE—THE DIVISION AS A WHOLE 


Detail trade includes establishments engaged in selling merchandise for pe! 
sonal, household, or farm consumption, and rendering services incidental to the 
sale of the goods. In general, retail establishments are classified by kind of 
business according to the principal lines or commodities seld (groceries, hard 
ware, etc), or the usual trade designation (drug store, cigar store, ete.). Som 
of the impotant characteristics of retail trade establishments are: the establish 
ment is usually a place of business and is engaged in activities to attract the 
general public to buy; the establishment buys or receives merchandise as well 
as sells; the establishment processes only incidental or subordinate to selling: 
the establishment is considered as retail by the trade ; and the establishment sells 
to customers for personal, household, or farm use. Not all of these character 
istics need be present and some are modified by trade practice. 

Buying of coods for resale to the user is a characteristic of retail trade estah 
lishments that particularly distinguishes them from the agricultural and ex 
tractive industries. For example, farmers who seli only their own produce at 
or from the point of production are not classified as retailers. 

Processing incidential or subordinate to selling often is conducted at retail! 
stores. For example, restaurants prepare meals, dairies pasteurize or bottle milk 
and feed stores grind feed. Retail establishments of manufacturing concerns 
are included in retail trade. 

For the most part, establishments engaged in retail trade sell merchandise 
to the general public for personal or household consumption. Certain excep 
tions to this general rule are made necessary by trade practices. For example, 
retail lumber yards are included in retail trade despite the fact that a high 
proportion of their sales are made to contractors, and establishments selling 
feed, fertilizer, machinery, etc., to farmers are also included in retail trade 
Chainstore warehouses are classified in retail trade on the basis of the com 
modity handled. 

Establishments engaged in selling to the general public, from displayed mer 
chandise, products such as typewriters, stationery, or gasoline, are classified 
in retail trade even though such products may not be used for personal or house 
hold consumption. However, establishments that sell these products only to 
institutional or industrial users and establishments that sell similar merchandise 
for use exclusively by business establishments are not classified in retail trade 

Source: U. S. Technical Committee on industrial Classification, Division of 
Statistical Standards, Standard Industrial Classification Manual, vol. II, Non- 
manufacturing Industries, May 1939, p. 71. 


APPENDIX C 


RETAIL PRICE POLICY 
Safeway Stores, Inc. 


“1. Give consumers the benefit of savings resulting from our way of doing 
business by pricing at the lowest point that will yield a reasonable profit—This 
would be the sole element of policy if there were no conditions which made modi- 
fications necessary. Because competitors may seek to mislead consumers with 
‘loss leaders,’ we must prevent such practices from permanently injuring our 
competitive position and endangering the confidence which our customers have 
in our price structure. Therefore, it also shall be company policy to— 

“2. Meet the lowest price of every competitor, item by item, day by day, and 
town by town.—Each town or marketing area must be considered as a separate 
pricing problem and studied individually to determine what competitive prices 
must be met.” 

Note that this specifically provides for meeting the competitor’s price, and not 
leading it, which reflects another element of company policy : namely, to— 
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“3. Observe both the letter and spirit of laws making it illegal to commit any 
act or cut any price ‘with intent to injure or destroy competition.’ 

“4. Maintain a reasonable (at least 15 percent) markup over landed ware- 
house cost on all fresh fruits and vegetables, except in cases where it is necessary 
to meet competition, or to move distressed merchandise.” 

Source: Policies, Safeway Stores, Inc., October 1952, pp. 43-44. 


Delbert J. Duncan, dean, School of Business, University of Colorado, and 
Charles F. Phillips, president, Bates College 

“Many stores have comparison departments whose responsibility, among others, 
is to ‘shop’ other competitive stores in the trading area to determine merchandise 
offerings, prices, and customer response. Usually goods are purchased for later 
detailed comparison with the store’s own goods. Reports are prepared and sub- 
mitted to the buyer for his guidance in building proper assortments and estab- 
lishing the ‘proper’ prices. 

“The extent of ‘comparison shopping’ is shown by the nusnber of people em- 
ployed and the costs involved in this practice. R. H. Macy & Co., New York, 
employs a reguiar staff of more than 50 shoppers guided by a director and 11 
assistants. These shoppers purchase goods for comparison purposes valued at 
from $250,000 to $500,000 per year. Gimbel’s, also of New York, has some 19 
shoppers and spends about $50,000 a year. Marshall Field & Co. employs 7 
people for this purpose; J. L. Hudson employs more than 20, and 4 are employed 
by a large Los Angeles store.” 

Source: Delbert J. Duncan and Charles F. Phillips, Retailing Principles and 
Methods, Richard D. Irwin, Inc., 1955, p. 256. 


G. Henry Richert, specialist in distribution education, United States Office of 
Education 

“Competition among stores handling similar merchandise is a great leveler of 
prices and must be considered before the storekeeper can make a final decision 
on the amount of profit margin. The extent to which a merchant must consider 
competition depends somewhat on the character of his store and the good will it 
enjoys. The buying public, however, has the opportunity of visiting all the 
stores in a community; consequently, the merchant must offer merchandise and 
services at a price that will be attractive to customers, in order to obtain his 
share of retail sales. 

“Both large and small stores follow the custom of comparing their merchan- 
dise and prices with those of competing stores.—To meet competition, they some- 
times consider it necessary to sell at prices lower than those required to yield a 
normal profit. Whatever is lost on such sales should, however, be made up in the 
sale of other goods.” 

Source: G. Henry Richert, Retailing Principles and Practices, Gregg Publish- 
ing Division, McGraw-Hill Book Co., Ine., 1954, p. 299. 


Paul L. Brown and William R. Davidson, the Ohio State University 

“Competitive considerations in pricing.—Unquestionably, the factor of cus- 
tomer demand is an extremely signficant element in pricing decision. Yet any 
analysis of demand almost always involves some consideration of competitive 
merchandising activities. If a retailer decides to lower a price in order to stim- 
ulate sales, his objective is not usually to expand the total consumption of the 
product, but to take business away from his rivals. The corner grocer who fol- 
lows the chains in pricing soap products is not prompted by the fear that a 
higher price will curtail the market consumption of soap. He knows that soap 
is a popular ‘price leader,’ that consumers are conscious of soap prices, and that 
many customers judge a store and the reasonableness of its price policy on the 
basis of the prices charged for & limited number of such key items. From one 
point of view, ‘elasticity of demand’ is responsible for the merchant's decision in 
the matter, yet the underlying or core issue here is competition, not the general 
demand curve for the product. 

“The extent to which merchants establish prices on the basis of competitive 
circumstances depends upon the relative importance that consumers attach to 
price differentials. This is subject to wide variation, which is governed by such 
factors as the nature of the store operation, product differentiation, shopping 
convenience, and the general state of business conditions. Price is the only one 
determinant of consumer patronage. If the operation is of a service character, 
emphasizing delivery, credit, liberal adjustments, and so on, consumers may not 
resent higher prices than charged in limited-service establishments. Competitive 
pricing is widely practiced on highly advertised brands, which are available in 
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many outlets, but is not so common when consumers cannot make exact compar- 
sons of identical items in different stores, as is the case with many fashion 
irems and nonbranded goods.” 

Source: Paul L. Brown and William R. Davidson, Retailing Principles and 
Practices, the Ronald Press Co., 1953, p. 323. 


APPENDIx D 


STATEMENTS BEGARDING LOCAL NATURE OF RETAIL WAGE DETERMINATION 


john R. Abersold, professor of industrial relations; University of Pennsylvania 


“In general, the nature of the product market will determine whether balance 
iecd be maintained for the wage structure of a local area, a broader geographical! 
irea, or throughout the Nation. If the market for the product, be it goods or 
services, igs local, payment of a different level of wages in each local product mar- 
ket will have little effect upon the distribution of sales among the markets. If 
significantly higher wages are paid in laundries in Philadelphia than in New 
York, for example, and if higher laundry prices are consequently charged in the 
former city, customers in New York will not send their laundry to Philadelphia. 
But if higher prices necessitated by higher wages are charged by some laundries 
n Philadelphia than by others, customer demand will tend to shift to the lower 
prices. Consequently, it would not be necessary to maintain the same level of 
hourly rates among the product markets that would be necessary within a single 
product market. Among the types of industries serving a local market are restau- 
rants, hotels, department stores, retail shops, bakeries, barber shops, motion 
picture theaters, local trucking, and the building construction industry.” [Italics 
added.] 

Source: John R. Abersold, Problems of Hourly Rate Uniformity, Industrywide 

Collective Bargaining Series, University of Pennsylvania Press, 1949, page 6. 


R. H. Macy & Co. 


“Our wage levels continue to compare favorably with prevailing rates for 
similar services in the communities in which our stores are located * * * These 
benefits [fringe] provide conditions of employment (in addition to wages) 
which also compare favorably with retail industry practices in the communitics 
where our stores are located.” [Italics added.] 

Source: R. H. Macy & Co., Inc., Annual Report for the Fiscal Year Ended 
July 31, 1954, pp. 8-9. 

“In Macy’s-New York and at Bamberger’s, the year also saw the introduction 
of the 40-hour, 5-day week for employees. This followed the adoption of the 
same schedule by stores generally within the metropolitan area.” [Italics 
added. ] 

Source: R. H. Macy & Co., Inc., Annual report for the fiscal year ended Jan- 
nary 31, 1942, page 8. 


Rowland Jones, Jr., president, American Retail Federation 


“Retailers, large and small, are not the dictators of their wage policies. Their 
wage level is controlled by the wage picture in the community at large. To 
pay Jess would leave them with only their poorest employees. No retailer could 
possibly keep a staff of good employees at wages beiow the going rate in his 
community. And no retailer can pick up his operation, like the runaway shop, 
and move it bodily to a region of lower labor costs.” 

Source: Amending the Fair Labor Standards Act of 1938, hearings before 
Subcommittee on Labor of the Committee on Labor and Public Welfare, United 
States Senate, 84th Congress, Ist session on S. 18, etc., April-May 1955, page 833. 


Vational Retail Dry Goods Association 


“The ‘Materials’ do not in our opinion prove that the unit of a multistate en- 
terprise is any less local in its operation than the independent retail establish- 
ment. To our knowledge the substantial majority of multiunit organizations in 
the department and specialty-store field determine their minimum wages, hours 
of employment, and basic working conditions at the local level in competition 
with the local labor market. Very few multiple State organizations to our 
knowledge apply a national minimum wage irrespective of regional or com- 
munity practices. While the ownership of these enterprises may be centralized, 
the individual units from the standpoint of wage and employment procedures 
are basically operated as a local unit. The success of each unit depends upon 
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the customer’s acceptance and backing to the same degree as an independent 
retail establishment.” 

Source: Hearings amending the Fair Labor Standards Act of 1938, op. cit., 
page 864. 


R. EB. Carter, National Retail Furniture Association, retail furniture merchant 


“* * * Frankly I think even if we were covered, most of us in the retail furni- 
ture business would not be affected by the administration’s proposal because we 
have to pay the going rate in the community to get decent help and we have to 
treat our help well, or we lose them. Also, most furniture stores pay substantially 
more than the minimum because we must have good, competent employees to 
operate successfully.” 

Source: Hearings amending the Fair Labor Standards Act of 1988 (op. cit., 
p. 870). 


Dean Gallagher, executive vice president, Louisiana Retailers Association 


“Retailing is essentially a local business. Regardless of its size and/or its 
affiliations with other stores through ownership or membership in voluntary buy- 
ing groups, a store must adjust to conditions in the specific shopping area in which 
it is located. Its wage scale must be competitive and fair for the work performed, 
in the light of experience, availability, and skill and further in consideration of 
other factors such as employee benefits, employee discount on purchases, attrac- 
tiveness of work, and working conditions.” 

Source; Hearings amending the Fair Labor Standards Act of 1938, op. cit., 
page 904. 


O. T. Sloan, secretary and general manager of Mack’s 5-, 10-, and 25-cent Stores, 
North Carolina 


“Although we operate in more than one State, our stores are essentially loca! 
in character. We employ local people and pay the prevailing rates for clerica! 
employees.” 

Source: Hearings amending the Fair Labor Standards Act of 1938, op. cit., 
page 931. 

Christian Munt, managing director, Virginia Retail Merchants Association 

“* * * Retailing is an intrastate business. Retailers compete with one another 
in their own communities and wages and prices are very largely determined 
by local conditions. 

“What is happening in one community is not necessarily reflected in other 
cities. Retailers compete with the local merchants in the same town. They sell 
to local customers and draw their employees from the local labor reservoir. 

“As conditions even within the same State vary with communities, it would 
seem to be most unwise to attempt a uniform coverage. As costs of living vary 
from community to community, wage scales are generally varying accordingly, 
therefore, a retail store, whether it be an independent, a part of a voluntary 
group, or as a chain, is to a large extent local in nature.” 

Source: Hearings amending the Fair Labor Standards Act of 1938, op. cit., 
page 939. 


Leo Wolman, professor of economics, Columbia University 


“In all but a few cases, the objective of organized labor in the United States 
and other countries has been national collective bargaining and national con- 
tracts. * * * 

“Only where industries are essentially local in character do unions deviate from 
this course. Hence in the building industry, in retail trade, and in a variety of 
service occupations, bargaining is predominantly local, the labor agreement is 
restricted to a locality, and the standards of wages and working conditions con- 
summated by the agreement are, likewise, local. It is the fact, of course, that 
the local unions of employees in these industries and occupations are, like the 
great majority of all local unions, affiliated with national unions, such as the 
national unions of carpenters, retail clerks, and building service employees. But 
in their economic policies, as well as in their internal government, this class of 
national unions tends to be sharply distinguished from the national unions which 
bargain nationally and in which the policies of local unions are subordinated to 
the authority of the national organization.” 

Source: Leo Wolman, The Area of Collective Bargaining, Political Science 
Quarterly, volume LIX, No. 4, December 1944, page 482. 





AMENDING THE, FAIR LABOR STANDARDS ACT OF 


nited States Department of Lebor, Bureau of Labor Statistics 


In many industries and trades characterized by numerous smal! establish 
ments within a city, collective bargaining has been conducted with asseciations 
f employers within the city. In many cases the associations are formal orga: 
tions in which the association officers have the power to bind all members 
he agreed terms of employment. In other cases, the emplorers mar unite 
nformally and perhaps only for the duration of the bargaining conferences 

many instances the lack of a continuing employers’ association makes nm 
lifference in the actual negotiation of the agreement, but complicates consider 
ably the enforcement of the agreement. 

“In cases of ctiywide bargaining the extent of coverage of the employers’ 
ssociation generally depends upon the strength of the union. It is common to 
nd within a city an organized group of employers dealing with the union 
while other employers within the same industry are organized into a separate 
issociation or have no organization. In some cases the union employers form 
in Organized group within a trade association which also includes nonunion 
employers in the city. 

‘There are probably 5,000 local or city employer associations throughout the 
country which deal with various unions. More of these are found in building 
onstruction than in any other single industry, Other examples, where the 
predominant method of dealing is with citywide associations, are brewing, refed 
ade, baking, printing and publishing, restaurants, trucking, and barber shops 
Italies added. ] 

Source: “Collective Bargaining with Employers’ Associations.” Monthly Labor 
Review, Bureau of Labor Statistics, United States Department of Labor, August 
1989, pages 308-309. 


lnited States Department of Labor, Bureau of Labor Statistics 


“In retail trade, the National Associaion of Retail Meat Dealers, composed of 
affliated State and local associations throughout the United States, negotiates 
with the Amalgamated Meat Cutters and Butcher Workmen of America. The 
national agreement between these parties, first negotiated in 1997, is confined to 
a statement of principles and policies of mutual interest to both parties, who 
agree to give their aid and good offices to the execution of fair and reasonable 
contracts between local unions and affiliated associations in the various localities 
where the said unions and affiliated associations exist. The agreement further 
states that it is recognized ‘that local conditions require local treatment and that 
it is not practical or feasible to include in this agreement the matters of wages, 
hours, and conditions of employment.’ * * * (p. 11.) 

“In many industries and trades characterized by numerous small establish 
ments within a city, collective bargaining has been conducted with associations 
of employers within the city. * * * 

“There are probably 5,000 local or city employer associations throughout the 
country which deal with various unions. More of these are found in building 
construction than in any other single industry. Other examples, in which the 
predominant method of dealing is with citywide associations, are brewing, retail 
trade, baking, printing and publishing, restaurants, trucking, and barber shops” 
(p. 138). 

Source: “Collective Bargaining with Associations and Groups of Employers,” 
Bulletin No. 897, United States Department of Labor, Bureau of Labor Statistics, 
Mareh 1947, pages 11,13. [Italies added.] 


Richard A. Lester, chairman, department of economics and social instilutions, and 
research associate, industrial relations section, Princeton University 


“Multiemployer agreements negotiated on a city or local area basis covered at 
least 2 million workers and probably more. Local group-employer bargaining is 
characteristic of such industries as baking, printing, building construction and 
service, breweries, ladies’ clothing, leather goods, cleaning and dyeing, laundries, 
trucking, and retail trade.” 

Source: Richard A. Lester, Labor and Industrial Relations, the Macmillan Co., 
New York 1951, pages 285-286. 


Ludwig Teller, member, New York State bar 
“Areawide bargaining is practiced on a much more extensive scale (than 
national bargaining), may be found in most industries and is commonly found 
in printing and publishing, local trucking, restaurants, the retail and wholesale 
trades.” 
j 





756 AMENDING THE FAIR LABOR STANDARDS ACT OF 1938 


Source: Ludwig Teller, Management Functions Under Collective Bargaining, 
Baker, Voorhis & Co., New York, 1947, page 304. 


James W. Martin, director of business research, University of Kentucky, and 
John L. Johnson, assistant professor, University of Kentucky 


“The market for services and for commodities have long been recognized as 
involving a complex of area boundaries. The customer of the grocery or drug- 
store is almost invariably local.” 

Source: James W. Martin and John L. Johnson, Labor Market Boundaries 
Intercounty Commuting to Employment, Current Economic Comment, Uni 
versity of Illinois, vol. 17, No. 2, May 1955, page 29. 


Frank C. Pierson, chairman, department of cconomics, Swarthmore College, and 
formerly vice chairman, Philadelphia War Labor Board 


“Where, for example, firms in the service trades are unionized, at least in the 
larger communities, bargaining is typically on a citywide or metropolitan area 
basis * * * examples of bargaining on a local area basis are to be found in a 
widely diverse group of industries, such as building construction, printing, 
patternmaking, dental laboratories, foundries, retail furniture, mill and cabine 
manufacture and many others.” 

Source: Frank C. Pierson, Multi-Employer Bargaining Nature and Scope, In- 
dustry-Wide Collective Bargaining Series, University of Pennsyivanin Press, 
Philadelphia, 1948, page 23. 


Sylvester Garrett, labor relations coordinator, flat-glass industry, formerly chair 
man, Philadelphia Regional War Labor Board and Vice Chairman of the 
National Wage Stabilization Board, and L. Reed Tripp, consulting economist, 
flat-glass industry, formerly Section Chief, Wage Stabilization Division, 
Philadelphia Regional War Labor Board 

“Multiemployer bargaining situations are probably most numerous on a loca! 
basis in nonmanufacturing industries * * * Local service industries such as 
laundries, dry cleaning, hotels and restaurants, trucking and building service 
industries often bargain in employer groups and associations. Local bakeries, 
dairies and retail stores likewise frequently are associated in bargaining.” 

Source: Sylvester Garrett and L. Reed Tripp, Management Problems Implicit 
in Multi-Employer Bargaining, Industry-Wide Collective Bargaining Series, Uni- 

versity of Pennsylvania Press, Philadelphia, 1949, page 4. 


C. Wilson Randle, formerly dean, School of Business, Western Reserve University 


“Citywide bargaining is utilized by more industries than both industrywide 
and regionalwide bargaining taken together. There are probably 5,000 bargain- 
ing associations throughout the country which deal in the various unions. More 
of these are found in the building and construction industry than elsewhere. 
This mode of bargaining, however, is prominent also in brewing, retail trade, 
baking, printing and publishing, restaurants, trucking, and barbershops. Local 
bargaining (single-employer, single-plant, and citywide associations) still re- 
tains a place of supremacy in the American bargaining scene.” 

Source: C. Wilson Randle, Collective Bargaining, Principles and Practices, 
Houghton Mifflin Co., Boston, 1951, page 148. 


Gordon F. Bloom, formerly fellow of Social Science Research Council, and 
Herbert R. Northrup, assistant professor of industrial relations, New York 
School of Social Work, Columbia University 


“A second type of multiunit collective bargaining * * * involves bargaining 
between one or more rational unions and a representative of two or more mapn- 
agements in a single industry. For discussion purposes, such bargaining 1s 
usually subdivided on a geographical basis into local, regional, and national 
types. Local multiunit bargaining is by far the most common. It occurs in 
service industries of many kinds, building construction, amusements, retail stores, 
clothing, and many other industries in which the competitive market is pre- 
dominantly local.” 

Source: Gordon F. Bloom and Herbert R. Northrup, Economics of Labor and 
Industrial Relations, The Blakiston Co., Philadelphia, 1950, page 208. 


Florence Peterson, director, graduate department of social economy, Bryn Mar 
College, formerly Chief, Industrial Relations Division, United States Bureau 
of Labor Statistics 


“In many other industries and trades characterized by numerous small estab- 
lishments within a city, collective bargaining has been conducted with associa- 
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tions of employers in that city * * *. Several industries in which the predomi- 
nant method of dealing is with citywide associations are brewing, retail trade, 
baking, printing and publishing, restaurants, local trucking, and barbershops.” 

Source: Florence Peterson, Survey of Labor Economics, Harper & Bros., New 
York, 1951, page 548. 


Clyde Dankert, professor of economics, Dartmouth College 


“The second classification of group collective bargaining is based on geographi 
cal scope, or the size of the area in which the cooperating unions are found 

“In this classification the city, in terms of significance, is at the head of the 
list. Most of the bargaining carried on by union and employed groups is con 
ducted on a metropolitan or citywide basis * * *. Other industries in which city 
wide bargaining is very important are: the brewery industry, retail trade, baking, 
printing and publishing, restaurants, trucking, and barbershops.” 

Source: Clyde E. Dankert, Contemporary Unionism in the United States, Pren 
tice-Hall, Inc., New York, 1948, page 280. 


Kk. H. van Delden, formerly professor of industrial relations, New Work Uni 
versity 

“Moreover, basing wages upon the principle that employer should pay as much 
for a job as other employers in the same locality could well be considered a desir 
able policy as tending to maximize the national product. 

“A recent survey on this subject indicated that of the companies included in 
the report, half follow the policy of adjusting their wage scales to community 
levels, a fourth are guided by some combination of community and industry 
jevels, and the remaining fourth are equally divided between the application of 
industry rates and those determined on a companywide basis where more than 
ohne plant is involved.” 

Source: E. H. van Delden, Wage Differentials: Intra- and Inter-Industry,” 
Proceedings of New York University Third Annual Conference on Labor Trends 
in Collective Bargaining and Labor Law, Matthew Bender & Co., Inc., 1950, 
page 100. 


Safeway Stores, Inc. 

“Division managers will establish a schedule of wages and hours for each area 
in which the company operates. 

“The company believes that minimum wages should insure a fair standard of 
living, and that wage scales should be uniform in the industry of a particular 
community. 

“In general, minimum wages are determined by the prevailing wage for the 
same type of work in the same labor market. If the type of work is one which 
occurs exclusively in the business of food distribution, then the prevailing wage 
is that paid by competitive food distributors or processors serving consumers of 
food in the same geographical area. If the type of work is general (that is, not 
confined to food distribution or processing), then wages paid for the same type 
of work by other industries in the same area are considered in determining the 
prevailing wage. 

“It is company policy to establish a basis workweek for employees (the maxi- 
mum number of hours to be worked per week for the minimum wage) of the num- 
ber of hours that prevails for the same type of work in competitive food distribu- 
tion or processing businesses in the same geographical area—provided there is no 
confiict with the right of the company to determine the hours and days of its store 
or plant operation.” 

Source: Policies, Safeway Stores, Inc., October 1952, page 25. 


A STATEMENT SUBMITTED TO THE SUBCOMMITTEE ON LABOR OF THE SENATE Com 
MITTEE ON LABOR AND PUBLIC WELFARE ON EXTENSION OF COVERAGE OF THE FAIR 
LAsor STANDARDS ACT 


NATIONAL COUNCIL or NEGro WOMEN, INC., 
Washington, D.0., Auguat 13, 1956. 


SUBCOMMITTEE ON LABOR, SENATE LABOR AND WELFARE COMMITTEE, 
Care Mr. Stewart E. McClure, Director, 
United States Senate, Washington, D.C. 


GENTLEMEN: The National Council of Negro Women is a coordinating, plan- 
ning body. It was founded and organized in 1935 by Dr. Mary McLeon Bethune, 
together with a group of outstanding women leaders, to meet the need for united 
planning and concerted action for the economic, social, educational and cultural 
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welfare of Negro women on national and international levels. It has brought 
together national organizations of Negro women to achieve the numerical 
strength and stature necessary for representation at home and abroad. Te 
further implement the broad program of the National Council of Negro Women, 
councils were organized in local communities. In 1956, there are 21 affiliated 
organizations and 92 local councils capable of reaching some 850,000 women. 

The board of directors is the governing body of the council and is made up 
of the officers of the National Council of Negro Women, the presidents of affili- 
ated organizations, the presidents of all local councils, the presidents of junior 
councils, the chairman of standing committees and the nine members of the 
executive committee elected at large by the annual convention. 

The National Council of Negro Women has studied thoughtfully the Fair 
Labor Standards Act and urges that proposals to extend the minimum wage 
coverage be enacted as speedily as possible. We cannot overemphasize the 
pressing importance of the need to broaden the provisions of the act to include 
retail and service industries and occupations now denied its protection. 

Many Negroes are employed in industries not now covered by the Fair Labor 
Standards Act. They are among the laundry and dry-cleaning workers, also 
workers in packing, canning and other processing of agricultural commodities 
which according to Labor’s Economie Review (vol. 1, No. 3, March 1956) “are 
among the lowest wages in the entire economy.” 

The plight of the Negro is graphically described by Elmer A. Carter in the 
Annals of the American Academy of Political and Social Sciences (March 1956, 
p. 62). Says Mr. Carter, “Discrimination in employment because of race, re- 
ligion, and national ancestry has been experienced to some degree by segments 
of the American population throughout our history * * * But discrimination 
ugainst the Negro has dwarfed its Manifestation against any other racial or 
national group. He is the perfect example of what has been termed dynamic 
causation. Caught in a vicious circle, he is at once the victim and the excuse 
for racial discrimination. The identgty of color of the subject group with that 
of the dominant majority has servéd to ameliorate and soften and finally to 
overcome in large measure the handicaps and restrictions which served to de- 
prive other groups of their share in the Nation’s economy. Color difference, the 
slave tradition and fear of the competition of Negro workers are the principal 
links in the chain which has bound the Negro to the periphery of American 
industrial development and condemned the great majority to a standard of living 
measurably lower than that of most of his fellow citizens.” 

The National Council of Negro Women is concerned with the welfare of women 
and especially that of Negro women. “Data shows that the highest proportions 
of Negro workers continue to be found in the lower paying and less skilled 
occupations, such as service workers and laborers. Comparatively low propor- 
tions of Negroes are found in professional, technical, managerial, clerical, sales 
and craftsmen occupations” (Bulletin 1119 Negroes in the United States, United 
States Department of Labor, p. 16, chart; p. 17, text above quoted). “Negro 
families,” continues this same survey, “have an average income of $1,869; 54 
percent of the average income of $3,445 among the white families” (See p. 24.) 
“The annual wage credits of both Negro and white women is significantly lower 
than those of men. However 80 percent of Negro women have wage credits of 
less than $1,800 compared with about 50 percent of white women. Only 6 per- 
cent of Negro women have wage credits of $2,400 or more compared with 22 per- 
cent of white women.” 

As members of a minority group, we as women experience the limitations in 
employment, wages, and are keenly aware of the lower standards of living due 
to inadequate wages and the concomitants resulting, such as poor health, poor 
housing, inadequate education, lower morale, loss of ambition, etc. 

Therefore the National Council of Negro Women urges that the Senate Labor 
and Public Welfare Committee act as quickly as possible in favor of legislation 
to broaden the coverage of the Fair Labor Standards Act. 

Respectfully submitted. 

VIVIAN CARTER MASON, 
Mrs. William Thomas Mason, 
National President. 








